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HATIOHA_L PETRCLEUM COUNCIL
Wednesday, April 27, 1949

The lhtioml Petroleum Co /mn met at 10:10 o'clock

‘&.m., in Room 516# Department of the Interior Bullding,

Washington, D. C., Mr. muter 3. Ballanan, Ch&irmn of the

Counell, presiding.

CHATRMAN HALLANAN: Gentlemen, the Council will
please ocome to order. The Secretary will call the roll.

_ {Mr., James V. Brown, Secretary and Trouuror of

the Ccmnuil, called the roll and the follewing responded:)

H. T. Ashton

Hines H. Baker

Max W. Ball

Munger T. Ball

T. K. Barton (T. M. Martin)
Paul C. Blazer

Rush M. Blodget

William R. Boyd, Jr.

Reid Bruﬁli

Bruoe K. Brown

Russell B. Brown

He 8. M. Burns

Fayette B, Dow

J» Frank Drake (Sidney A. Swensrud)



Gordon Duke

B. C. Oraves

B. I. Graves

Walter S. Hallanan

Jake T,. Hamon

Geo. A. HIll, Jor.

Harry B. Hilts

Eugene Holman

A, Jacobean

B. Brawster Jemnings

V. Alton Jonon

Williem Keck Jr.

John M. Loveloy

B, L. Mo jewsld
- J. Howard Marshall

La P, MeCollum {Mejor Colgrave)

CHATRMAN HALLANAN: Mzjor Colgrove ie here as Mr,
MeCollum's proxy.
(M. Brosm continued o eall the roll, and the
following responded:)

J. S« Morris

S, P Nlaess

Joseph L. Yolan

Js R« Parten

Rankin P. Peck




Dr. Joseph K. Pogue
Frank M. Porter
E. E. Pyles
D. T. Ring
W. S. S, Rodgers (Col. Klein A.C. Long)
CHATRMAN HALLANAN? dolenel Klein and Mr. Long are
here as alternates for Mr, Rodgers. <Coleonel Klein,will you
and Mr. Long please stand? We are glad to have you here,
gentlemen. (Applause)
~ (Mr. Brown continued to call the roll, and the
following responded:) '
Harry F. 31neia1r {(watts)
Reese H. Tayior
- W. W. Vandeveer
guy 1. Warren
L. 8. Wescoat
Russell 5. Willlams
Dr. Robert E. Wilson
Henry E, Zoller
SECRETARY BROWN: A quorum s present, Mr. Chairmen.
CHAIRMAN HALLANAN: Gentlemen, a quorum is present.
~ You have received by meil coples of the minutes of
the lagt meeting of the Council held on January 13. What
is your pleasure?

(Upon motion regularly made and seconded, put to &




vote and earried, the minutes uirg'npprovod.)
 CHAIRMAN HALLANAN: The report of the Secretary-
Treasurer. B

SEGRETARY BROWN:1 During the first quarter,
gentlemen, the contributions received were $2,750. We were
a little late in getting the requests out and that aceounts
for the small amount up to that time.

Other receipta were $54.33. A total of $2,80%.33.

The disbursementa for payroll, $6,950. Thie
includes the extra amounts forr handling the National 01l
Poliey distribution. The taxes, $856. Meetings, travel and
so forth, $1,494. Postage, $537. Telephone and ‘Telegraph,
$462. Rent, $1,875. Subsoriptions, $T44. Printing and
suppliee of regular nature, $1,033. Printing and dintribu~
tion of the National 0il Poliey, $6,574. MHiscellanecus
items, $1,741. Purniture and fixtures; $590.

Total expenditures during the quarter, $22,174.

We started out with $30,000 carry-over from last
year, That left us a balance of $10,903 on hand at the end
of HMarch.

CHATRMAN HALLANANt If there is no comment, the
report will be received and made a part of the minutes of the
mneeting.

Qentlemsn, at the January meeting of the Council,
the Chairman was instructed in a resolution adopted by the




Counoil to send & telegram to each of the five final regional
chairmen under the Voluntery Petroleum Products Allocation
Plan, recommending that the committees remain intact but
that no further activities be undertaken unless specifically
requested by the Secretary of the Interior or the Director
of the 0il and Gas Division, For the purpose of the resord
I desire to report to the Council that a telegram was sent
to each of the Distriet Chairmen on January 1%. Later, on
'rohruany,ea ancther telegram was sent termingting all
activities of regionkl advisory committces end iud-committess
appointed under the Plan by the National Patroleum Council.

Each regional chairman has been asked for his views
regarding any report to be made to the National Petroleum
Couneil which mey be of historical value concerning the
activities of thelr respsctive regional committees and the
proposed dimspositicn-of the records of eagh district com-
mittee. The Chalrmen for Districts 1, 3 and 5 have infaormed
me that 1n thelr opinion the minutee and rsports heretofore
presented contain the rescord of astivities of their com-
mittees, and that the records which are not voluminous will-
be stored in designated offices within their rezpective
distiicts.

I also deuiﬁe to report to the Council that under
the authority given at the January meeting, the Chairman

has attempted to carry into effeat your wishes with respect




%o the distribution of the reports of the National 0il Poliey
Gommittee, which was adopted by the Cowncil at the Jamuary

moeting. We have attempted to aover all governmental and
publie asancies;.tha libraries, the mawnpapcﬁs, throughout
the eountry.

I shall aak the Secretary to detail the coverags
that we have had wp to this time.  However, I think that I

should bring to the Gouneil‘a uttantian that there hﬂa bonn

a dinappointins number of requests from mamhara of tho |

1nﬂustry for coplea of this report for Jiatributien among

the industry. We had furnished 50 sopies to each member of

the Council with the understanding that extra oeples sould

be made avallable for génaral distribution among the induatry.
Up to thie time we have only had requests for about 4,000
coplen, but I do want to take this oppertunity to call to
your attention the fact that we must make known our raquests
shortly because of the desire of the printer to take down

the prdofu. and 1t will be necessary fer usg ﬁa know pretty
quickly what your wishes may be.

Gennrally'spoakins. the report has been received
with apparently great satisfaation. The letters we have
recelved frgm mambers of Congress, from Governors, and from
different avenues of public life has been very gratifying to
us, but there still I think 1s a great fileld to be eev;rud

by this report.
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SECRETARY BROWN: There were 35,000 coples printed.
To the members of Congress, Cabinet Members, Supreme Court
Members, heads of Government Agencies, the State Department,
oil and gas division requests, and so on, 973, I think
all of these went out under a personal letter from Mr. Halla-
nan, frem the White House right on down. With the compli-
ments of the Council there were sent 8,807 to libraries,
publia univcrlitios,.oailegél, Junior solleges, and law
libraries. I am refnrriﬁs to the libraries of the colleges
and ﬁnivarnities. | |

To the Governors and State officials, 776. State
legillatprn; 6,000. Newspapers, all the dailies and all the
weeklies, totalling 8,412, To various soclety and esscoiation
heads outside of the oil industry, 162. Commentators and
ecolumnists, 52. Officers and direstors of the National

Asscoiation of Manufacturers and the United States Chamber

of Commerc¢e, 303. To the presidents of vailroads, transpor-

tation oompanies, automobile companies, deissl and aircraft
manufagturers, and manufadsturers of oil-consuming equipment,
the heads of all these companies, 325. To labor leaders, 52.

To petroleun industry oommittees, oil and gas and related

assoclation chairmen - the chairman of every assocciation known

to us thet is in tha‘ail or gas industry - received & copy.
The Council memkers through their individual re-

quests for supplemental distrubition, 3,805. Miscellanecus




requeats from outsiders, 346, We have distributed 30,390-odd
aopies und'hnvt on hnna 4,600,

| CHAYRMAN HALLANAN: Mr. Jacobaen, do you desire to
-add any comment?

MR. JACOBSEN: No, I have no aomments to make,

CHAIRMAN HALLANAN: May I ask again that if any
.momber of the industry desires to secure any substantial
number of coples of this report, let that request be forth-
coning as soon as paossible, pleasze.

DR. WILSON: We made notice that we had avallable
coples in dividend leaflets to the stockholders and got‘
about 300, as I recall 1t, requests for it, whish i& & thing
the companies might sonsider. I think it 18 well to have
:toakhp;inrg knor that 1t is avallable.

~ DR. POGUE: I would like to ask the Secreatary 1f
the 1list of distrubition included the members of the American
Eoonomia Assoslation. 5 e

SECRETARY BROWN: It aid not, Dr. Pogue. I kould
like that it hn'considartd,-ﬂrn Chairman.

CHAIRMAN HALLANAN: What number would that be,
‘Doctor? |

DR. POGUE: I doa't know, maybe & large number,
maybe 5,000,

SECRETARY EROWN: That 1s my recollection. That

is more than I have now, 8o that calls for soms special




action. |

DR. POGUE: That is the type of membership that
I think needs this aort of informaticn.

CHAIRMAN HALLANAN: Suppoae we pursue that, Dr.
Pogue, and will you give us a memorandum,

Our organisatien praﬁiniona provide that any member
of the Counoil at any time through a letter addressed to |
the Chairman suggest consideration of & subjeet which he
fhinka 18 important to the oll industry. Undar that praviu;an
of Section 13 the Chiairman has r-acivad‘a letter from Mr.

E. B. Pyles, & member of the Counail, ﬁhioh will he rend-at
thie time. Under the praviﬁian of our organization 1t will
‘be tranamitted imsediately to the Seoretary of the Interier
and #h@ Divector of the 01l and Gas Division. |
ot Mr. Secretary,will you read the letter?
SECRETARY BROWN: This 1s addressed to Mr. Hallanan
as Chairman of the Conference:
"Dear Mr. Rallansnt
T have noted in recent press releases that the United

States Qovernment now has under conslderation the gques-
tion of making & loan ﬁolthe Government of Mexico to be
used in the development of ©il fields, the bullding of
pipelines, and expansion of refining facilities in that
pountry. The amount of the proposed loan is reported to
be apprqximataly $200 millinn% In my opinion this 1s &
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‘matter of grave concern to this country's o;l Industry,
The propriety of making such a lo&n at any time ;lA
questionable. But in view of the oversupply of éruda
01l and ite producte which we now have in this oountry
the mairing of such a lean at this tiub would be most
unwise. The question of giving $200 million of tax-
payers' money to a foreign government to be used in the
disadvantage of one of our largest domestic industries
appears to me to be a question of national importance,

"Accordingly, this will serve as my requeat as &

Council member that this question be considered by the
Counoil and that you an-chairmnn refer the matter to the
Secretary of the Interior or the Dirsstor of the 01l
&and Gas Division of the Interior Department for approval
or disapproval pursuant to Section 13 of the Artic¢les of
the Organization of the Couneil.
Respectfully submitted,

E. E. Pyles "

CRAIRMAN MALLANANt 'The letter will be transmitted,
gentlemen, to the Secretary of the Intericr.

I had hopsd that we might lwve with us this morning
the new Seeretary of Defense, Colonel Louls Johnason. I icow
that he is tremendously interested in the subject of oil, I
‘had hoped that the oppertunity might be afforded for us to
get acquainted with him at this meeting todny. Unfortunately,




however, he wiha oommitted to another engagement which took
him teo New York and hnu written me that he would be unable
to attun&'toda#'s meeting, I h#vw_a note in which he extends
his omgmtulaum and falicltations to the members of the
;‘counoil; He has sent a;oﬁg @s his personal representative
Mr. Donald Carpenter, Chairmen of the Manitions Board. Mr.
Carpanter was formarly with the Dupont Conpany and has been
with the Remington Arms Compeny. ﬁe is perving in the
important position of Chairman of the Munitione Board.

| We are glad to have you here, Mr, Carpsnter, to
meet the nembers of the National Petroleum Council, and aa
.dolanel Johneon's representative ﬁe would be glad fo hear
from you ot this time. (Applause)

\ MR. DONALD CARPENTER (Chairman, Munitions Board)s
Gentlemen, I am very happy to be with you &nd I sincerely
regret that Colonel Jobnson is unable to be here. I wish
personally to repeat what he has sent to you, Mr. Chairmen,
in his 1e£ter, that he has the greatest apprecietion that
you gentlemen represent one of the first lines of national
security in the United States, as you well know. He, there-
fare, is doubly regretful that he cannot be with you today
and hopes that he may have an opportunity to be so on some
other occasion. _

| Ae you are undoubtedly aware, the activities in the
Military Establishment in connection with petroleum are cone
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sidered of such great importance ﬁhat & spesoial organization
within the Military Rstablishment has baen created and has
been in operation for some tims. The Petroleum Board and
iﬂ“ Patrolsum Purchasing Ageney. Admiral Biggs, who is
exeocutive officer of the Petroleum Board, is here with you
today, and will make a statament at a later time, I believe,
during your mesting, and Colenel Cotulla, heading up the
purchasing agency activity is alac here and will also make

a statament to you gentlemen., I wish to axtend the appraecia-
tion of the military eatablishment for youwr continued ¢oopera-
tion, which has been A matter of extreme importance and look
forward to comtimuing pleasant relationships in the future.

I thank you. (Applause)

CHATRMAN HALLANAN: Thank you, Mr. Carpenter.

Mr. Carpenter, since the organizstion of this Coun-
¢1l, the matter of mseting the military demands of our
government has been the number one responsibility which this
Council has faced. That has had priority and every considsra-

-4tion. We are very proud of the record that we have beén eble to
| achieve. We have gone through some very difficult p_ar:lodl of
shortage, and at times there were many very dark situstions.
We had great anxiety about how these demands of the military

could be met in those days of nhertag'a‘-.:._ We have had com-
mittees of the Counoil, and those committees have kept in
close touch with the representatives of the military.
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One of the very astive agencies in this connection
has been the Commdttee on Military Requirements, of
which Mr. Bruce Brown, & member of this Counéil, is chair-
man., I think while you are here this morning it mighi: be
entirely proper to ask Mr. Brown to review the situation and
to give us the pioture as he sees 1t as of today with
respect to this matter. Mr. Brown?

MR. BRUCE K. BROWN: Mr. Carpenter and I are acqunn-
ted a.nd trom time to time ha has heard my views on thin lub-
Ject. I shall oomply with the Chairman's request.

Firat, the 611 and Gas Division, which is the
sponsoring agency of the Government here, is of course the
peagetime successor to the Petroleum Administration for War
and this National Petroleum Council that we are here in
today in a certain a;itﬁatim is a suoccessor to the Patroleum
Industry War ce_mm:ll.

. There was during the war an Amy-ﬁwy Pctrr;laum
Board and that has been perpetuated with only the change that
comes frem unification. You have already referred to that
&s the Armed s.wioci Petroleun Board. Thils particular
organization was _uet up af'ter World War II. The ASPD felt
the niu.ror confident_il industry advice. The way this
Counoil 15 situated we work in a goldfish bowl, with
reporters and with preu stetexents. The reports thlt we
give to dovernment are only after ratification by/ﬁgle board,




~ which scmetimes taices three months ér 80, So after some
consideration given by the leaders of the Counoil, it was
decided that the correct thing to do was to establish &
speclal grﬁup to handle military nonfidgntial questione.

That group 1s now called the Military Petroleum Advisory
Board, It was appointed by the Secretary of the Interior.

It has 22 members, of whom ten are alsc members of the Council
who are sitting here today,

We try very hard to work only on topios which,
because of the military and confidential nature, sannot be
handled in & larger group such as the Council. We regard
ourselves as advisers only to the Armed Service Petroleum
Board. We try very hard not to provide & barricade between
the services and individual oompanies. When there is anything
that can be handled without committee action or consensus
of opinion, we stay out of that, too, and encourage the
Armed Services to go directly to the companies.

We have a network of committess established by
appointment of the Chairman of the Armed Services Petroleum
Board and the Director of the 01l and Gas Division, scme
200 members, industry men. There heve been a few frem out-
alde the industry. We have a Bureau of Mines man in ocon-
nection with symthetic fuels. We went to the mine industry
to be sure we were right about shale, and so 1t goes.

Two years ago Secretary Forrestal and Secretary
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Royall said they wers misinterpreted and misquoted at the
time, and I am not trying to open up old sores, but what
people thought we said was that we were two million barrels
& day short of having enough ol1l to fight another war and
supply the civilian population. It was about that that the
Military Advisory Board and its committees was consulted
by ASPD. That situation has ochanged. It has changed for
2 grest number of reasons, starting in, it has changed be-
cause there is sonsiderably more crude available than there
used to be,as all theﬁe gentlemen out here knew. 30 we have
nore raw materisl to work with.

Secondly, We didn't know what big capaoity we had
‘for our refiners until we were pressed with the supply |
rnituatim._ We are finding the refining capacities.

Thirdly, our own industry experts, statiticians
and esconomists spread all over the country evaluated the
- question of how much petroleum was needed by civilians,
first on an unrationed hasis, and second on & reasonable or
drastic ration basis in ancther war. We found that the
sivilian reguirements were not as high as they had deen
estimated/

. Mnally, the military on re-evaluating their

requirenents reduced then.

So, I don't balievo, and I told the Counsil the lasgt
~ time we were here we wers two million barrels short at all.
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We would have all kinds of trouble in & major war.
We would ﬁave trouble with shortage of tankage. We would
have trouble with transportation. We would have a‘lﬁt of
trouble if the enemy came over here and tried to‘moas up
our gulf soast faciliﬁieé. We will have trouble meeting
the jJet fuel requirements. We will have a lot of troubles
that probably we have not been eble to anticipate, but I
do not believe it ls fair to say that we can't fight another
majpr war ﬁith the oil that we have availuble and know
about 1t, I will make that broad statement, whether or not
we inolude South America. We will have troubles, true
enough,

Thet 18 the nature of the work tht we have been
doing. We continue to work on committees. We continue to
do work over and over agaln. For instance, tomorror we are
going to re-evaluate the crude availability of the United
States and the Western Hemlsphere. We did it & year ago,

We are goiﬁg to look at 1t again. We are golng to re-evaluate
the civilian requirements. The military requirements are re-
evaluated. We have commitioes that are working with the
air.services on grade speciflications, quantity of aviation gas
and Jat fuel. We have 2 committee that ls trying to evaluate
the needs of the industry for ateal in the event of another

ma jor war.

We have a saries of commlttees apread over the
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country thet is trying tc help the Armed Services Petroleun
Board help the Munitions Board to determine Where they would
look for apecifioally jet fuel, low gas, Diesel, Navy
spetial,lunﬂ placing oxdere should anoihel emergency come

on s in & huvry.

Agide from that, we are doinz a lot of small -

~things that prebably wouldn't intervest you are the Couneil,

I thant you. {(Appleuse)

UEAIRMAN HALLATTAM: Mr. Curpsnter, we have a cormmit-
tee of the Counell which hss been a continuing committee to
kedp zetive as o llaison wiﬁh-the military reprssentatives.
That commithes hat been headed by Jolonel Drake, who .
gnrcrtunataly 18 not h&fe. Mr. TMoward Page: is the Acting
Chairman of the Uommittee, and we have had the.henefit f'rom
roath to nonth of fh@ reports of that committee ag to the
current situantion of mhetingithe demand. I would like at
tﬁisyﬁime;if T may, tr. Poge., to ask you tb'preuent jour
report., |

MR. HOWARD PAGT: Mr. Chairman, I have a report of
which I beliave thers ave copies for diptribution. Abtached
to that 1g & stateuent of the requirementa and firm commite
mento of the fArmed Services for hilk petroieun producte for
Janmary %o June of this yearyhh total the comitments are
10l.persent. of the estimatoﬁ.requirements. That is, the

cormmithents that have hemn mads 4o date,. Hoevever, in the
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case of individual products it will be noted from the state-
ment that commitments do not in every case equal or exceed
thn requirement estimates. There are two reasons for this.
In some cases purchasees in excese of raquirements were
made during the first half of the fissal year. Secondly,
in other cases the requiremsnts of products have not yet
become firm and cqmmitmﬁnts have been held up pending the
determination of aaetual shipping requirements.
| 1 wanted to mention that the Armed Serviees are
like the reat of the United States: It is impossible to
estimate exaatly a ysar 1n advance what the requirements will
be and the dates on which they will be 1iftod. So the fact
that there are small dirrorencea_ﬁatneen the stated r&quire-
ments and the aotual commitments is not in itself significant,
It 18 to be emphasized that in no case is there any problem
for lack of offers on the part of the industry.
Also, attached to thils report is a statement of
the estimated requirements for Jﬁly to December 1949. The
figures for January to June 1950, the estimited requirements
vare identiocal. In other words, the fiscal year 1950 has been
estimated in total and broken down equally into the two
partnﬁ. In total these sstimated requirsments are
3,778,000 barrels less than in the present pericd. This
represents 8 decrease of 8.5 per cent. However, aviation

requivements are higher by sbout two million barrels: These
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new aviation requirements, while higher than the January-
Juie 1949 period, are less grade by grade than the astual
amount furnished by the industry in the July-December 1948
period. Ih other word#, thig 18 not a requirement that has
not at some time heen met at this rate £y the 1nduntry;

Motomr gasolinq, Diesel and Navy ape#ial fuel ol1l
requirements are all lower than at present,

It s the opinion of the Chairman of your committee
and cf the Armsd Servidces pestroleum purchaﬁing agency that
no problem will arise in obtaining thepe future requirementn
in & normal manner from industry sources.

| Mr. Chelrman, in view of the situation and as I
understand 1t, the Ammed Services instead of negotiating
will send out four bids during the next fiscal year, it 1-
the opinion of your Cheirmen &nd myself that thers is no
further purpogBe in this committee and it 18 puggested that
it be disehargudQanina | |

. CcHATIMAN"RALLANAN: Gentlemen, you have heard the
report, and pending its consideration by the Counelil, I
- should like to éali ﬁn Colonel Kotula, whe is the executive
officer of the Armed Services Petroleun Purchasing Agency,
to maké any'cummeﬁt he feels pertinent in connection with

this situation, (Applause)

COLONEL $9PULLAY gqantlemen, may I state that it is

always 2 pleapure for mn'to come over here and discumss the
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military requirements with you. I say that despite the faot
that until late yesterday afternoon I was quite confident
that Admiral Foster would be over here and undertake this
little presentatidna Admiral Foster regrets very much that
he can't be here. He had to attend a conferﬁnne up in
Pennsylvania this morning. So I was delegated to pinch-~hit
for him. It is not a difficult task because about the only
thing I have on Admiral Poster is that I have a little more
hair than Admiral Foster has.

@ 'g In watching this thing develop over the past six
mohthé since 1;§t fall, I can't help but be impressed by
the Change that has taken place since the Saptember-Qstober
period. There has been quite 2 marked ehahge, as you knnw;
The purchasing agenoy, as indicated by Mr. Page, 1s having
gurrently no difficulty in securing offers from industry to
meet the military requirements. As he also indicated, we are
going out on requests for blds and formal advertis;ng in & |
number of cases instead of negotiating sontracts &s we did all
last year. I hope that you gentlemen in your zeal to correct
the short supply situation have not over-resched yourselvee
and now find yourselves with an ovdr-aupply froim the induatry
atandpoint. or oaursé, from the supply man's standpoint you
"appr#eiate‘that that represents more or less the ideal, We
are quite happy at the moment, |

So far as procurenent activities for the balance
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of this liscal year, they are very nearly completed. There
are some puruhlue act1v1t1ea golng on. Wems in the maricet
now for a eouple of cargoes of 100 ostane aviation gasoline
to balance out stocks ineldent to the transfer of certain
military aviation units from one part of the country to

the other. |

We are also attempting to procure 100,000 barrels
of low poured Diesel. When I say low poured Diesel, I mean
minus 60 degrees for the purpose of re-supplying some of
the northern operations during the 1ce-free sesson.

Shortly, in addition to that, we will go out with
‘& request for bids - this may be af interest to you - &
aguple of million barrels of 80 6etane for the purpose of
bringing stock levela up in soms of our newly acquired
storage in the Continental United States.

However, in the main our requirements that we
‘struggled with last fall and earlier in the year have been
met one hundred per cent. There are little minor variations
here and there., Mr. Page was very charitable when he said
that the military couldn't eatimate their requirements &
year in advance. I would reduce that pariocd slightly.

For the fisoal year 1950, and these figures may
not Jlbe entirely with those Mr. Page gave you, although I
‘am talking more or less in generalities and he was being
relatively specific and bhresking it down for the six months




peri@dg; The present indications are that our requirements
Tor the ceming fiscalysar, that is the yeur beginning |

July 1, 1949, will be from 10 to 12 per cent lower than thoss
for the present fiscal yenr. Motor gamoline, Delsel motor
0ll and heavy fuels ascomnt for the bulk of that redustion
in volume. Actually our bulk fuel requirements, snd these
are round figures, dropped from approximately 90 million
barrels down to §0 million barrels, So there is & 10 to 12
per cent redustion in the bulk fﬁal requirements,

To take up the individual items, in the aviation
fuels we find that the totsl volume of aviation fuels is
expested to remain essentially what it was during this
current year. There has been & shift in the types of fuels
within that total volume,

Por.gzampl-, the newar type plnnep abo temding toward
more 115, 145, and of course the additional jet planes we
_ are getting will tend to incresse the volume of Jot fuel .
that the military will need. That 1is ncoanptniid,-huwcvar,
by ‘& corresponding radnction, 80 far as we can tcll, in
the 100 actane requipement:., |

In the motor gasoline, the demand for motor gasoline
will he off 20 to 25 per cent amr that of the current year.

We anticipate that we will moquire between eight and nine willion
barrels during the coming year. A large part of this is due
to the astivation of refining eapaeity in some of the ocoupied
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areas which will relieve the military of responaibility
of taking:care of the eivilian economy in those areas. We
antieipaté that prabably.three-rourtha of this motor gago-
line, from 75 to 80 per semt of 1t, will be secured from
ﬁ.s.thources.

Ingidentally, Y might mention that we hope to get
all ér the aviation gasoline from U,S. sources.

On the Deimsel fuel, there again we find that
the antie;patad requirements are down ahout 25 per zent over
the eurrent year's esfimﬂte, to a total of gbout 12 million
barrels for PI-50, About half of that probably will be
'niouﬁad from U, 3. Souraes.

In the heavy fuels, whieh agein I am sure ia a
matter of some interest to you, the heavy fuel requirement
ie Qﬂ'aomm 10 or 12 per gent, too. That is mostly because
of the fact of reduced activities on the part of some of
the larger vessalﬁ in the ﬁavy., We antlecipate that the
requirement will be somewhere in the neighborhood af 33
| millimbarrelu That is, Navy spesial, with considerably
| over half of it to be secured from U. §. souvces, |

All of these requirements that I am speaking of,
unfortunately, are exclusive of the regional requirements..
The regional requirements, aB you kriow, we have divided the
country 1ntc six areas. We go out onoe ekch month to ¢ne of

those partiocular aress, and it is almoat impossible to get

4 ;
!
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& total plsture of the military demand insluding requirements
for the individual posts scattered throughout the country,
They don't come up at the same time. They vary considerably
with the location uf posta. BSo I am referring here to bulk
requirsments and not to the fuel oil requirements of the
motor gaiolinc which m&y be required in places like the
military district of Washington or Fort Sill, Oklahome, and
Places of that kind. In the aggregate it is a considerable
volume of product that is required for those installstions.
| | On the specification end, the agency has not too
much %0 do with that, but we are working with the.other
1htornstud agencies, prineipally the patroleum hoard, and
the individual departments to see that duplieations and
miner differences 1h‘lpaeir1oat1qna-of products used dy
the individual departﬁants are ironed out.

In that aannn#tinn, on 100 octane there has been
a change, on 100 cotane aviation fusl, to give you a little
more 'lititude and to get sway from the 10 percent aromatic
requirement which has been in effect for some time, The
‘specifioation has been revised to permit the fusl to be
scceptable to the military provided it has the oharacteris-
t10s that are imperted to it by the additional aromatios.
It is ﬁuitc probdble that in the not tco far distant future the
air rere§ may relax that specification 8ti1ll further and get
away from the requirement that it has of the awaling




eha.rutariuticng
_ We have & new speocifioation on J&q fuel which again
‘Will permit & considerably grester latitude on tﬁo part of the
manufacturers, but the use of that fuel and the time when
'bhat-‘:fiﬁ:l' will be adopted 1s wtill 2 little indefinite.
| !“or the time belng we will continue to procure the IP-1,
whieréin the _tual that we have been getting for the past 18
months ur'm; Just irhen we will be able to switch 'ontirely
over to JP«3 depends on the progress that is nede in the
modification of the present Jet planes.
| That briefly 1s the plcture. I think the only
significeant shange in the requirements ag I ‘have 1nd:lut¢d
has been the_ trend ‘toward the higher octane aviation fuels,
the 115, That plus additional Jet fuel. That, together
with what I mdontmﬂ iz a more or lena parallel commercial
- aviation trend toward higher octane aviation fuels, and
the problem that you gontlm_haire 1n ineredsing the
cctane rating of your premium gaselines, sesms to me to
combine to present & somewhat graater demand. I think that
may present & problem 'to- md\ultry. If the put perfornince
of industry is any erﬂorim. we of the mutawlmn no
partieum fears thnt you gentlmn wlll solve the prehlem,‘
AL there be & pmblm. and we will continue to de able to
get our muirmnta without any particular diffioulty.
| Mr. Ballanan, if there are any queations any of
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you would like f:0 ask me about these things, I will as
greciously as possible duck thomg |
cHAIHHAN HALLANAN: Are there any ‘Questions you
want to address to Colonel Kotula?
Colonel, your remarks have been very interesting
and very éqasaurins* We ‘ppreciate it very mush. (Applnu;-)
| DR, WILSON: While Mr. Carpenter. is still here,
it esems to mp there i85 a slight addition to Mr, Brawn 8
reportlthgt might be made, unless I am out of date for some
~Teascn. ‘Qnu of the big reasons why the twe million barrel
shortas§ was taliced about at any time--He mentioned & number
of thinga that whittled it down. But as I recall it the
biggent ninglc thing that has madn it an unrulliutic view
was that it was the roquiremnntn arter we hed been in war
‘two or three years, and entirely neglected the amount of
Vpetfoleum hroduéts ghgt.wa cquld atarp up by a ration;ns
beginning at the beglnning of the war. That would tide
over and take care of a great deal of that surplus demand
| assuming that we atattad rationing promptly. The thing I
'wuuld 1ike to emphasize, and I.thinkfnlllin the Armed
Servieni mu:t be oﬁnnioua of the raat that thlt progrlm
of early ratiumins of civilian dnunad in order to make up
ram thn tramnndous requirennnts that would come 1f we hnd"
a two or three year war, toward the end of that period, 1r
planes were built, s oontingent upon the bullding of tanksge
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to be held in reserve. Tﬁe induetry cculdn't pomsibly store
apprnciably more than-it doea at the pxasentftime.. If we
are gding to take oare of that, which 1& the best possible
reserve supply for military, 4he tarkage shonld be built
in the near future. Now with rtegl requirements and other
thinge casing, that cen be dond.
There fg one question T wouldd like %o asit Colonel
Cotulls ond thah ie 2f the pArlift cceses [ prosume the
avietion ruel regulirengnts wonld be subsetantially reduced?
COLONEL COTULLA: That 1s a matter of 6onaiderable
interest of course In view of the heedlinee of the last
day or so. The airlift is conocuming now nomewhere in the
nelghborhood of & guartder of & mlllion herrels a month of
aviation fuel, and 1f thet cotivity is discentinued, then
cnrtaihiy there wlil be & material reduction fa the aviation
gasolihe requlrements for the eir forve., It won't mean the
eliminetion of the entire regquirensnt becouse thome planes
w1l be back to their more or less normal setivities and
they will #t1ll coasume @ certain amount of gasoline, hut
it will not be st the current rate,
h Iﬁ.ather worde , we can ctielpate & reduetion in -
thﬁacdnaumptiﬁn per month 1F the Berlla alrlift is eliminated.
Doas‘that anewer your guestion?
DR, WILSONt Yee, thanie you.

CHAIRMAN HATLANANY Next on this general sub ject ,
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gentlomen, we alsc are privileged to have with us this
morning Admiral Biggs, who 1s the sxecutive officer of the
Armed 3ervices Petroleum Board, who will speak generally on
the subject, but mora spésifically on the subjeot of military
outlook and the impact of mum specification. Admiral
Bigge. (Applause)

_ ADﬁIBAL B, B. BIods (Executive Officer of the
Armed Services Petroleum Board}: In s much as I was
mixed up in the Governmant's oil business rather thereughly
back in 1946, when the Nutional Petroleum Counsil was going
thraush a certain amount of growing psins and sgtting formed
from its predecessor, the PIWC, it 18 & partisular pleasure
|ror e #n oome baok and Join the olub, so to speak.

Of course, that I say with mixed emotiors, because
| I received a letter from one Viee Admiral Carney when I was
| premoted which sald, new you ocan give away your nice cushion
Job as ohief of staff in the Service Porces, Paeific, and come
baeck to Washington where yéu can work seven daya a week and
thare isn't any whistle. At least I have not heard one for
four years. That is my ptrnenl; atatus,

As to the status of the NPC and the HPAD; I an
delighted to see that this organigation has grewn up and taken
what I consider its propoé place in the Councild eoncerning
patroieum and its produets. Althaugh_l have been here only

about seven weeks, that I can state without fear of contra-
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dlotion has happened. I am sure that the Armed Services
appreeiétal it. | | |
1 feel sure that this very profitable associaticn

willruantinum and improve and get better. As Colenel Cotulla
sald, if the past is any indication, we hﬁvn very great
things to look forward to, |

| About the time the Gaunéil was being formed, &
number of us were baundins tablea around Washington on the
subject of jet fuel. It wag new. It was like the first
baby. It was really an event. In our JP-1 or kerosene
type fuel we were informed of something we certainly
should have known, that when &uu take & kﬁrqsang out gut
of & e¢rude barrel, 1t imn't vuéy-wida. If you are going
to depend upan that, you are going to get into hruuble; So
as things moved, December 12, 1947, we put out a tentative
spesification known as ANF-58, whioh we announced &t the
time was purely a proourement specifieation for develapment
and research primarily. That ANF-58 has been in aommission
since that time. o

As of the 30th of March 1949, we published a speci-

ficatién lnown as ANF-58-A, which is the superseder of
the ANP-58. The thing that is particularly interesting in
this particular fuel which we call JP-3 for short is that
1t is not alarosens type. Tt is & sn-cling'typ&¢ You will
note when you.get the specifiecation, if you have not -1r.uay
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received it, that the flash point is not there sny longer,
but th:t it does hlvtﬁa-rt—leor pruinurcy Haera;ns a
teomician, whatever that means, they tcil‘mn ﬁnkna it a
gasoline type of fuel, It has been variously published in
the press and various other places that we were going to
high cetane fuel for jet engines, and naturally everybody
in the military who kniu'nnything about the prosurement and
availability said that 1s a great help to nobody in par-
ticular, 8o I would like to point out thers is no octane
requirement in this specification, I point that out for
that specific purpasu; We expect thnt th1§ change in the
jot fuel specification will give us & wider cut. We know it
will give us 2 wider out in the barrel of srude, but it
wiil give us a wider out in industry, the number of plants
that we oan use.

| It has been optimistically predicted that the
relaticnship between JP-1 and JP-3 has indicated by this
changs, the indicsted availability, would be lppraninntcly
10 unitn nt JP~3 to one unit of JP-1,

Genthmﬂn, I think here 1s the key to some of the
difficulties that Mr. Bruoe Brown pointod—nut. and you can
depand upon it that the Armed Services are studying mpeci-
£10ations An thsir technioal division every day of thn wink
trying to get epecifisations that will give you greater

availability and not put quite so much etrain om the industry
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to pmduu. some nurd and wonderful ruqia. “We hope that iﬂ.li
continus, and we feel pesitive that with the soeperstion of the
National Petroleum Counsil and its companion puu,‘ the
Military Petroleum Advisory Board, that such things can
and will be done. (Applause) | |

CHATRMAN HALLANAN: Are there any quﬂ,'aicm that you .
uauld :m to address to the Admiral?

'Hnnk you vuw mich, Admiral Biggs:

| Gentlemen, the question before the Couneil at this
time 18 the mopt.tﬁn of tha report of Kr. Page's committes.
He has movsd 1n cmnuets.on with the adoption of the report
the d:luharsc of the cemittu. You reeall that at cur last
mesting there was some difference of opinion as t0 whether
or not this committes should be further contimied, I think
"em report that was prnmted this moming was mum
enough that it certainly Jultiﬂ.:d the cmtirmame of *kho
| um'htn up to this tims.
| | What 1! yaur pleasure?

MR. ROBERT E. FRIEDMAN (Assistant Director and
Chief Gounsel, 011 and Oas Division): May I make a statement?
It you rmnhu. at the ist motiﬁs T was one of those whe
‘asked the Council Please to continue the sommittes. We
| aidn't anticipate any tmuu‘._ but we wanted to be sure
' there wéu;‘dn't ht"nny and we wanted to wait until 1t vas
quite slear that the situation was such that the mi1itary
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nesd fear ne diffieulty 1n procuring products; either ahort
term or in the rather near-term long term. I think the
situation has chl.nscdnaw to a sufficient extent that the

011 and Gas Division is perfeoctly content to have the com-
mittee becoms ingotive and be Ais-established, We lnow

that the perscnnel will be available if we need them, and

we alao realise thet the Couneil wishes only tempm _
comittees and therefore I withdrvaw the 0il and Gas Division's
réquiat for sontinuance. I would like to thmk the oqimﬂ.tta-
for a remarkebly good job on hehalf of the Department of

the Interior which had some of the responsibility for sesing
that the military requirements were met.

I thank you.

(The motion was regularly sesonded and was put to &
vote and carried.) '

© CHAIRMAN HALLANAN: Mr. Page, your committes is
- £4nally discharged with thanks.
- MR, PAGE: Thank yeu. (Applaunse)

CHAIRMAN MALLANAN: Gentlemen of the Counoil, when
ire last met here in J.anuuiy. it was at & tim'whm A new
administration was coming into existence, and the Secretary
of the Interior I lmow at the moment was beseiged from many
stlpdpaiﬁt-, and we did not atthat moment attempt to imu.
upon him by asicing him to spand too much time with us, but
as the suseeeding months have passed, Mr. anr'emy, we
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are very happy to be able to say, as you well imw. that there
no longer is any great need for you to lm any sleep about
the shortage of oil, the shortage of petroleum: There is
ne great human ory on the Hill for some immediate aotion to
direct the mctivities of the petroleum industry. We think this
industry has done & job which has met its public responsiblity.
Here® thn Morning we have a rin; attendance rrom all seotions
of the country: We have had the assurance from the military
that they are entirely satisfied that they will be able to
have their requirements met.

: Cm the whole, we faoe & very bright pioturo from the
. atandpoint of what thia Gouneil has attempted to put forth

thc fwnrtmt mtttra in its agenda, that is, to mest
ite publio rnpmi'bilit;lu in relation to natiaml ucurity
and the publi.c welfare, whish is the aom.rstam of our
sxlatence. We are h&ppy to have m here, Hl'. s.uetw.
and I take great pleasure in prnmkins to yau at this time,
gentlemen, the Searetary of the Interior. | (Appmu)
THE HONORABLE JULIUB A. KRUG (siarutary of the

-'mmoz-.'wuhmm, D. C.)1 "n:-. ghairman and Ladies and
" Gentlemeni Quite frankly, when Beh Pledman and I talked
over this m.tins dm'ing the last few wealks, I told Bob
that I didn 't p:l.lm on miking any talk teday I.t all, that I
found out by bitter sxperience you d:ldn?.t learn very much
with your mouth open, and that in econtrast I thoush‘b maybe I
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sould get you fellows to volunteer some ideas on some of the
new problems that are confronting us, Bob thought maybe
he would, although he poinﬁcd out to m that scme of these
probléns are contoveraisl in the industry itself and that the
Council as & matter of polioy had decided initially not to
get into them, he thought it wouldn't do any harm for me to‘
ask, 80 I planned te raise a few of tﬁéu problems.
‘However, I learn this morning that there has been
cireulated to the Couneil an advance on a -apnehl I was sup-
pqud to.l‘w’n mdo -t_aday.. I don't laiuu who was responsible
for_ thtt eiroulation. I think the most political thing I
can say about i1t is that it was quite unsalled for. In
view of the fact that it has been circulated, I thought I
would tell you again 4f you didn't understand when I told you
last time that I den't agree on many points with tl;c policy
proposead by .the Counell, I don't, and parhaps at the right
time and the right places we cught to take up those points
~ of difference and see what we can do with th;m._-.__ |
I think you will recall quite vividly that at least
ene of those points I discussed at some length the last
time I met with you. I /tmmc you fellows don't feel hurt
‘whnjn I don't agree with you or when the Government -déam':t.
At the sams time I think you imow that I greatly value your
frank, ceandid counsel and advice whether I agree with it or
not. Certainly the point of view of the industry 1# one of the
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most important things to take into assount in developing |
-natimni pelicy en the part of the mef.. I hope we
don't have any misunderstanding eoncerning whit the Couneil
has done in trying to help devalop that poliey or on the
peints of difference that are elmest sertain to arise when
the Oovernment tries to work 'aut ivs own posltion mard_mg
oil policiesn. |

Enough on that,

I am very pleaned that we have gone through this
ﬁﬂiault: period of shortage In petmiqmn. It has been
demenstrated perhaps more vividly than the war itself jJust
how iwportant petroleum ie in the Amerilsan way of life, I
don't have %o tell you agein how deeply appreciative every
one in the Government is for the masterful job that the entire
petroleum industry turned in in meeting that very oritieal
situation. That problem, fortunately, united the efforts of
practieally nvery'ang, and I think we had few important
differences. We found the right answer. Unfortunately,
it meems, avery time you liok one problem, you creste another.

During the pant two or three months I wouldn't say
I have beon deluged but I certainly have had a sensiderable
amount of corrvespondence from pecple in the industry and on
the cutside who are werried about new phases that come up in
our neéew situation,

I feel strongly, as I am sure that all of you do,
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that this sountry muut hawu a sound, hnnlthw-prosp-rwus dem~
cnti# pttrallum inﬂuutﬁy' I note that a great mlnw et thm
letters I have reasived express & rather ocnsiderable alarm
that the factors in the present situation are making for
ﬁnaortliqtiOl and are oresting oonditions, at least for
soma operators, thit are very serious:. It seems particularly
true in th@ small independent produsers, who feel that they
have a;rnca on & very large part of the industry's progranm
of explsration and development, and now they feel lqunoznd
br what is happening and what they think will happen in the
mthn ahead.

Then on the other hand, we have a very pressing
aoncern on the part of many people in Government,; particularly
in the military and security end of Government as to how
best to provide the cushion of petroleum capseity that we
will need should We enccunter another emrgemey, That, oo,
18 & very disturbing factor in some segments of the industry
boeuulnlit As naturally felt that if you are going to have
two millien barrels or se & day of capasity thet you can
turn an when you need it, what happens When that CAPROLLY
exists when you don't need 1t¥

Tholi are the two aspeats of the preblesm. The
1n9artéht_prdhlqn, of course, comes promptly to the fersfront,
and I have had numereus letters that are advoeating action
on the plrf of the Government to de semething to stop imports

Il
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of petroleun into the sountry. ‘
o With respect to stabilisation of the oil 1ndﬁlt_ry,
I wonder 1f the Council would be able te or would be willing,
rather, to offer any comments on what, 1f anything, the
 Government should do about the import of petroleum and what
should the Government and the industry do to provide the
extre sapasity needed for an emergenay without creating &
situstion in the industry thet will demoralise confidence
in its finaneial future,

Those are two problems that I would like your com-
ment on. I appreciate, Walter, that they do present polioy
sonsiderations to the Counoeil. |

The thired, in a different category, is the one
T raised hr.it:h- you last time. I‘dm't have to say again
that I am sure the Ppesident will remain £irm in his positien
that tidelands o1l belongs to the Federal Government, and
1f eon_grnu‘ passes any bill I am quite sure he will veto
it 1f 4t means quitol#iming the _tiddlmﬁn to the 3tates.

~ On the other hand, 1t appeavs equally probable that
Oongress may not act to give &uthéﬁty to the Pederal Govern-
ment _adniniabré.tiv'e a‘éemiu‘s to do anything about developing
the tidelands. If that pituation should mean no sction in
this Congress, we may have & -mbitjntm ares of the tide-
lands t.‘..od up without any alear-cut way fer future develop-
nemt, at least imtil Congress meats sgain and the matter
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comes up again.
Are there any somments or words of wisdom, not
getting into our basic differences to be resolved, that the

Council would oare to offer on what seems to me to be a

' probability, and this is the last time perhaps I will have
& chande to talk to the Couneil before that day reaches us.

Those are three of the general poliey questions
that are on my desk. I had hoped that the new Searetary

of Defense would come over hﬁrg and express his personal

‘opinton and concern about the second one I mentioned. He 13

also interested in the first one. But to me for the time
I can spend with ﬁhe Cowrieil todey would be of greatest
usef'ulness 1f the Council fesls it oan express a point of
view, not as a Council, but as representatives of the vital
segments of the 1ndustzry, on ®ny cme or all thfea of these
axtrimﬁly impartant policy questions. |

Walter, I will not feel offended if the Council
feels it cannot discuss one or all of them, but if it can
or if its members are in B poslition to offer any sdvice and
counsel, I think it would be exceedingly helpful at this
time. |

I want to say again bhefore I sit down that when we
have these pointe of disagreement, let's not let them mar
the basic relationship between the Council and the Government
which I think has accomplished so much in & short period of
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time.
Thank you very much., (Applause)
CHATRMAN HALLANAN: Mr. Jacobsen.

[;R. JACOBSEN: With regard to the queation of the
National 011 Policy, I should like to repeat what I said at
the last meeting, namely, that we appredciate fully that when
Secretary Krug asked us for unruxpreanion of éur opinion
regarding natisnal oil polioy, he didn't sey to us, "Plesse
eXpreap your views rﬁznfdins the'hatianal eil poliey %o
which we agree.” '

1% He gave us the fullest latitude. Thera were no
strings attached to it. Thg_Seorebufy simply said to us,
"Everybody in Government is now writing natiénﬁl ¢il policles,
and I~ﬁhink thét the éil industry should have & shot at 1it,

¢ Yoo, And I wish you would give us your views regarding nat-
lonsl oil policy:" "

There were‘na strings attaohed to it at all. Ve

knew perfeatly well when we draftsd the poliey that /there |
in respect to some of the points, and I mentioned specifically
the tidelands, we Aid not express tha view that the Sedve-
tary hes. Bubt we are not a bundh of yesmen and theASeartfirw
knew 1t, and we gave him what he asied for, namely, a freely
and frankly expressed polisy, and I think we can promise the
Secretary that we shall always do the samne and we expeat
diaagreemant-ﬁnd that 1s perfedtly all right: We get together
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SHCRETARY KAUGY That 1 & exaotly right, Wr. Jecobe
gan. I agree to every worde that, I don't think any of us
have any ninﬁnwntaudins that you had assignment to develop
for Unole Sam his oll polioye. You did develop the views of
the Industry as to what you thought sound polioy should be. |

MR, ROESER: Mr. Chairman, I am very glad the Sec-
retary has seen rit to mentien imports, an important prob-
lem on the agenda.

I foel that the axcess of importation of crude oll
 in the last year and a half is more important to the nation

today than your national oil policy or the other subject

that you mentioned, We have gone from 2 positicn of shortage
| which I never belleved in to one of oversupply of .rt'zel o1l
for both domestiec consumption and military forces. The
program which 1s on today, and has baen for the last year
and & half, has bdrought into this country in excess of nmore
than 350,000 barrels 2 day of crude oil. The statement was
made by leaders of the larger wiits of the industry that the
import of orudes would be brought into this country only
to supplement the production of demestic orude to met the
public requirements. That 1s a fine, sound, statesmanlike
program, but they exceeded that program to the point that it
‘was negessary for the State of Texas on January rirst to out
its produotion 700,000 barrels & day of orude oil. Other |
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states were affected in 2 sméller way. That cut bask of
700,000 barrels & day in the 3State of Texas has created an
eeonomic situation for the State that is very serious. I
refer to the gross production ta#,whioh is there collected
by the State, on that oll., If this condition 1s not cured,
in my Judgment thé.lesiulaﬁure of the'staﬁe will impoase

upon the oll industry mioch heavier tax&s than we have had in
‘“the past in order to meet that defisit.

In the lang run, that will affeat the importing
eompanies first, .As far an the ecanamic‘aituatian is con-
cerned, I think 1t will affect more adversely and cut down
on the amount of oil brought in.

We had this same situation face us in 1934 and as
well in 1931 and 1933 during the depresalon. T happen to
have been one of the orizinal memhers of the planning and
acordinating committes at that time appolnted by President
Réﬁuevalb. When this import situation came up bhafore that
committee, Secretary Yckes was hers at tﬁat time, and he re-
quested that committee, the Planning and Coordinating Com~-
mittee, to appoint a subcommittee to go into the matter of
‘excessive imports which were detrimental to the national
economy at that tine.

Thet committee met under dovernment sanection and
worked ocut & progrem wherabdby the importation of crude oll wap

kept within a reasonable amount for the period of 193% until
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the second world war atarted. After the seoond world war
was aver, the conpanies which were partlieipants 1n that
atened what was c¢alled & centleman®p agraémmnt under Goverms=
ment sonotion and foriot thet program. In the last twe
vears we have seen our stocits of crude oll grow from él&
miliion barrels, on which we fought a successful war, to
287 million harels. If thiz comditlon continues, 1f this
axeessive 1mpon£ation of orude oil continuves, in myr Judmeent
1% will impair, in faet 1% will destroy, the adllity of the
pra&ucin@ end of this industry to make the Unilted States
self-puffleleat in bime of another war. If that happens, and
I say it for %his reason In dollars and cents excessive
impart%ticﬁ‘cf arude ¢il last yeaé'took away approximately
Eaﬁ rlllion dollars from the producing end of the induatry,
whieh it badly naeds at this time not only to explore for
now reserves bub to develop those reserves a&lready discovered.
I fesl at this time 1t would be a grand thing in view
off our nﬁtional sgourity and to bulld the industry, to have
the 1m§ort question go into a round-the-table discussion in
thia'conrerenaeaﬁd tb raport haok to the Seorekary on what
azn be done to correct that matter abt this time.

.1 thanit you.

CHATRMAN HALLANAN: dGentlemen, Secretary Kruz has been
very frank and fortright 1ln asking for individual expressions

from the memhers of the Councll on these matters. It seems to
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Be very close to hm 4in connection with the oil situation.

I hope that you will feel aompléttfy frn to disouss the
ettuation in the light that it appesrs -Qm and that you
may feel that the ocounoil 18 appncutiﬁ of his ocoming hcr;
to invite our diseussion and ccoperation and suggestions.

Mr, Duke?

MR, DUKES Mr. Chairmen, my friend, Charles Rosser,
in front of me, is en independent and we are an independent.
I take the liberty go talk today because the Chairman of the
Kational O11 Jobbers Council, of which I am only & member,
is not pressnt, I beliesve. . Yet, ap merkétées:, we sometimes
find outselves, in aspite of being an independent, of & Aif-
ferent peint of view from the Andependent producer, all in the
spirt of never having any personal animosity toward those
 who have & different point of view than we do and hoping
_that they in turn have no animosity toward cur different
puint of view and our right to expreas it.

‘We 4o net like to try to engage in any discussion
sbout the level of prices within the industry, but as
,mmtrn We are ‘eanumod. first with an adequate supply
of o1l to the Mt and at a level of price that doemn't
put us mit_ of busineas. I say if we were pnidunra we might
have a little different point of view, but I wehldn't
want this opportunity to go by, not to leave it with Secretary
m,' for that is not my purpose in standing on my feet, to
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‘express, I believe, the general thought of some large number

of ¢il jobbers that have some senoern over bloeking out

“imports even to the extent that it merely supplement domestic

g

produetion. If 1t should have some leveling effect on the
price strusturs down to the point that it did not Jeopardize
our domestic industry, we would like to see the subject gone
inte, X want to inphl;ixe I am not stating any official
position of thn.jdhhir group, but, rather, the understcood
position that I believe will certainly be developed very

‘sonclusively when and Af a study is mede and my point this

mnrnins is that our field is a 1little different from the
1ndop¢ndent producer, very ﬁhuaunly, and we would like te be
an any study oammittes that works on thn problem ;' We would
like to see it studied.

CHATRMAN HALLANAN: Mr, Brownf

MR, BRUCE BROWN: Mr. Chairman, I have given oonsid-
erable thought to this question, As you may have gathered, and
I appreciate very greatly the franimess with which the
Secretary has approaced what to us is a very sarious questien.

I think it 1s & serious question for the nation, I would

‘1ike to mention, Mr. Secretary, I appreciate the letter you

wrote to Senator Connally on the subject which gave him a
very good view. | |

Hero, a8 I see 1t, is the preblem that confronta us
as oil'ﬁc@ in the United States: As Hr.-;g-u-r pointed out,
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there ﬁns'a policjllet up ﬁy the Congreas some yunru-aga and
then later that was implemented by agrc-meﬁts within the
industry under Secretary Ickes. It may be that that is
what we are approaching now. I am not sure. Certainly, we
have reshed the point where it 1s necessary in my Jjudgment
for some means to be given for a government policy so that
#hu importers may understand that and foreign cogntrias anl
well may underatand it.:

I say it for this reasons Today we have outside of
the Unlted States, regﬁrdleas of our own production, a

producing capaclity of 250,000 bharrels a day, owbaide.of the

~Thtted—States, in excess of the damand cutside of the United

States. That 0il is going talbe seeking an ocutlet or a
market some place. That 1s uaying'ndthing about the 750,000
q#cosu which we have recoﬁnized here in the United States.

- T am afraid we will not solve that until the importing
~companies who have the feeling that they have besn encouraged
to import oil ~ probably they were during times of necessity,
and therefors thay have relied on that encouragement and
have built up impert capacity here that is far bey&nd our
present requirumenta; That muat be faced, or else we are
going to be flooded in this cﬁuntry with a very serious
supply problem in the sense of needing a constructive
approach.

For that reason, if the Secretary is willing to




submit 1t to the Council, I would like to ssa the Couneil
look at this reslistically and try to give back to the
Government, to the SQGrltaiy, what we think is an 1n£i111*
gent approach to this problem. While I am satisfied with
the expression on impaorts in the national o1l policy, I am
_afraid 1t goes bayond that. The National 011 Policy is
subseribed to by those American p;aplc who are here. We may
bi tomorzow oonrrontod with the necessity of dealing with
people who are not subsdribers to that, and who feel that
they are sncouraged to bring that o1l into this country. I
think they are entitled to know as early as possible what
aﬁr Government's views are on that. If we can sdt_; defi-
nite stategent, I think it will go far ta&ardﬂlalving this
thing within our own ranks.

or course, thnt contenplates ln association of ideas
with thﬁ Govnrnmant 1teself. I hops you will respond to the
rtquout._
| . crarRman Hmmm pr. wu-mr

Dﬂ. WILSONI nr‘ Ghnirmnn, at thn risk of repeating
nomn thinsn that Mr. nrown lnd I mpntionld btfert the
Baoretnry came in, I nould like to refer to the two milton
barrel figuro which T see the Secretary used Again, and whieh'
we had already knocked the apo#n ofr of pnfﬁy'ﬁuoh before you
came in. I assume you refer to fhe'Itltqmsnt:thnt,hni_beon

made in certain quartcraithlt 1nlth¢ event of a war we would be




abeut two mtllien barrels a day short of what we neodnd.

(ascmmm ERID: I don't say we will be that much
short of what we need. I say we will need fhnt much to run
the war.

DR. WILBONt You need two millicn barrels. That
18 quite a different figure and probably I weuldn't have
any qunrril witﬁ thaﬁ figure. I was afraid you were refer-
ring to the other.

GHAIﬁHAN HALLANAN: T think you should develop the

point, though. | |

DR. WILSON: The figure as 1 understand it, Mr. Brown
can sorrest me iIf this is not sorrect, as I understand 1t,
that was the difference batwean our requirement 1n.tha'th1rd
or rdufth yoar of a full all-out war, sstimated a'yﬁar ago,
~and the capacity of the industry to produce after taking
oare of the civilian needs. In the Pirst place, 1t was
a figure nased on conditions quite different from these
8t present, which shrinks it both from the standpoint of the
military estimetes being somewhat lower and the oil industry
cltimatn;-bging somewhat lower and the 611 industry estimates
Wng substantially higher, both as to produstion and refining
at that timn But tha mosat important faatar, which made
it always an unrealistic figure , is that 1t made no allowance
for the fact that in the first twe Years of any war, and
particularly the £irst year, the military requirements would
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be far less than the ability of thn.induntry to produce, assun-
ing we went into rationing right away. The one thing that the
comuittee and I believe the Council has recommanded 1s that
in order to help fuel that war we don't need any great amount
of stockpiling but we do nead the armed servioes to build a
substential amount of storage so we can atart rationing
promptly dn the advent of war, long before the-armnd services
| use 1%, and have & place to put the oil that the industry
oan make and thus take care of this big demand that will
eome on in fhn second, third and fourth year of the war,
| To my mind, that 1s a far bstter use of steal and

& far, far more acbnemiesl program than to bulld & large
scale plants and other things that have bsen ausgeated. It
will give us cheaper oil for the armed marvices and exsotly
the kind we want and hnt be gambling on incompletely developed
.procespee and things of that kind.

gééEEEEEEE,EEE?i Dr. Wilson, do your studies indi-
cate how much storage would be desirable under the proposed
-rualins needs of a2 war and how mueh theée storage facilities
would cost? ' |

MR, BRUCE K, HROQN: We are getting pretty far
into military planning, Mr. Secretary,

(SEORKTARY KRUG: T don't want any detailed figures

i ——— .
on it.

MR. BRUCE K. BROWNS I can conour in what Dr, Wilson
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s2id. In fant, I mede & speech before you got here on the
sub;uot. To try to give you a brief answer of the thinking
of your military board, as we hae developed it to date; it
would go aam_thins like thims: |

The Hltional Petroleum Council regently provided
an estimated total tanksge available in the United States
which as I recall was 800 million barrels, which got us into
some traubla, 1ncidenta11y, with Senator Wherry's graup,_
beocause 1f we have 8500 million barrels of storage and we need
only six million barrels'n day of products, why don't we have
100 days of storage and everybody knows we don't for varous
reasons, such as the necessity of keeping tanks 25 per cent
full and not more than 75 per cent, and the great diversity
of products, the fact that part of that tank situation for
crude and products, and part of it is terminales and part of it
is a long the line.
| " There are two things we have talked about. Dr.
Wilson has alluded to both of them and I would like to
hapafaﬁe them. One of them is, &s you know, our military
board has recommended to the aeréicaa'und the services are
trwing fa got on it within the'limdﬁs of their funds, the
building of service-cwned atorage, exclusively for the
'mervicea for what we call strateglc storage, in order to give
the foroes in being and the forces that can be mobilized in a

few months a good start on oil., That 1s separate from stook-
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piling. That is an entirely different conception. While
you can get as many figures a¢ you have experts in the deil,
that amount of storage would be somewhere between 50 ﬁillian
barrels at the least to 100 millicn barrels probably at the
most . |

When you‘gqt over to the question of rationing
early in a major war and atofing the product, which 1is what
Dr. Wilson was talking about and some tiings that our com-
mittes has been thinking and recommending, we do need tanks
for 1t, Of oaurie we couldn't ﬁollibly build enough tanks to
store a yaurf: supply of oil for our country. That is _
ericun when we tun on 40 days'! supply, but thers are things
that can be done to compromise it in conneetion with a ration-
ing program if we had to put it in,:

o We netunly should build tanks an a backlog qga;nst
a4 war. Dr. Wilson said it and I won't repeat it. There 1is
something else we have got to do if we ocome to war again.

It is going to be very unpleasant for the industry, but it

"~ 48 going to mean a lot of atorage., That is that we have to
simplify our storage. We have got to quit having 59 Aiffer-
ent produsta and grades of this and that, Immediately,

if you take twa,rloo,ooo barrel tanks, any place and they have
two produsts in them, then your effective storage is only
100,000 barrels. HBecause neither of those can hold less than
25 nor more than 75 and still work. But if you use the two
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tanks for the same product, you immediately augment your
storage, |

I don't want to go nn& further in detail here at
the minute bHecause I would only bore the group, but this
war if we do g0 into it agein will be plenty tough and I
think T emphasized that when I talked before. But thers are,
things we can do with'the Bﬂd million harrels of atoﬁi@c
that we have got plus the storage that we ought to build,
which nr. Wilsen was talkeing abbut plus the stratqsic
atorage'that the armad services are already convinced thnt
they ought to build, that would permit us tolutore quite
a lot of useful products in the early daye of a oonflict.

So that somebody else won't aay it, I say I admit
the political aspeet of that, I admit thoroughly that you
san't ration et all unless you have the country behind you.
3o perhaps the largest factor of all in the thing that we
are ts‘.lkin'_g @out 1s whether we can convince the citizens of
the neeéasity of rationing early in a cahrlict.

| SECRETARY KRUG: I don't want to prolong the dis-

o

cussion of military planning for fueling a war, but I hope

you ara not making plans on everything such as having all

this oil stored above ground with the expectation that it

be there when you netﬁ it? |
MR. BRUCE K. BROWN: You me&in where pecple can gee

it?
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~ MR. WARREN: I appreciate what the Sesretary had
%o sy and T think we all agre¢ that his sesond pﬂintiia
the most important of all, and that is this gushion for war,
That goes into the ability of the wells to produce. It'.
doesn 't meke any difference what the remerve is if they elﬁ
not produce 1t today, I think the industry should have
" from the Interior Department and from the military forces
_the information on how much oil they will need in the first
three manths, the first six months, and the first year, and
net only how much, but where. It is foolish to produse on
the Gulf Coast and have to eend it to California, or vice
veraa.

Then from thoag figures we can start to find whers
We need the development, how much we need, and to hold that
ability to produce in reserve and create the ability to
produce, even 1f it necessitates the absolute embirgo on any
importation because we muat have the ability t§ produee in the
Untted Statea. ;ﬁ 18n't even good enou&h to h@ft thn abllity
to produce in South America or Central America. It-nﬁst be
right here in the United States. It 1t takes an absolute
embargo on imports to create that ability to'produaa, we
should plece that embargo on imports.

CHATIRMAN HALLANAN: Mr. Baker?

MR. BAKER: Mr. Warren 1s striking at part of the

. observations that I was going to meke; Mr. Brown refers to




the matter of storage in the early stages of a war of products
‘that may be needed immediately, but the industry has lung.
since learmed that storage abave ground is gensrally not a
very good way to store oll, that the best place to store

it 18 under ground. At the beginning of the last war we had
the capaolty in this country because of the conservatlion
methods that were employed, limiting prodﬁction to market
demand, to produce within the maximum efficlient ratem appwoxi-
fately one million barrels of oil a day more than the current
demand for oil in the sountry. We ware able; by steppince up
our produation within those maximum efficient rates, to meet the
ﬁatian's needs for oll in that emergency. That is a situation
toward which we should work again and toward which we are
making a great deal of progress, We now have within three
yaars after the close of the war in this country an ability
again to produce 800,000 barreis & day more than the éurrent

. market demend, and to produce it within the maximum effident
rates of production in our developad fields. That, I think, ia
the strangaﬁt method of preparation that we have. It gives

us a backlog of resources upon which we are able;to asall when
the emafgency arrives. It 18, I think, a great commentary
upoﬁ the achievements of the industry and the conservation
agencies of the stétes in avolving the methode of conaer-
vation that we have evolved over the last 20 yemrs. Tt would .

give us the basis for successfully defending the country in




later emergenciea.

SECRETARY KRUG: When you talk about the 800,000

PN
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barrels a day, are you relating it to the ourrent drain which
I think is going something like 800,000 barrels a day, or are
you comparing with the peal we had laet year?

MA. BAKER: I am comparing it with the prupent
- demand., | | |

SEORE?&??WEBUG:_ Sc 1t goes back to the 5,600,000,
and 1t is a ;;ﬁﬁcity u% 500,000,

MR. BAKER: Two to four hundred thousand I would aay
we would have under thoae conﬁitiona. At any rate, we are
rapidly bullding a ressrve through the methods of exploration,
and the axtenﬁ of sxploration that 1s going on. I think that
18 the great hope for our national defense, in carrying on
that kind of program. | |

cﬁAIRHAN HALLANAN: Mr. Pyles?

MR. PYLES: Mr. Secretary, I have a matter that I
would like to e¢all to your attention: It isn't ene of the
three that has bean under discussion, but this morning I
presented a letter to our Chatirman calling to the Onuneil'n
attention a proposed Mexisen loan of $200 miilian. I read a

statement, & press relsase by the President, where he stated that

he would look with faver on this loan to Mexice if ¢he heads
of certain departments in Government would be favorable toward
1t. I am assuming that he had you in mind whea he made that
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statement. You have heard, I am sure, discussion about our
present ability to produce grude oil in an bndnwr to kiop
- a hnlﬁhy. sound, aggreesive industry. I, as an m:!_epm!:cnt
oil man, do‘hut consider that 1t As appropriate to make
a loan to Mexlco at any time, and particularly at this time
Y thmk it would be most unwise,

I don't think 1t ie nacéasnpy to call to your
attention that should our government Be foolish e:‘icugh %o
malke 8 loan to Nexioo, I don't bellieve that we would ever get |
repayment of the loan. Secondly, I think the Mexican govern-
ment waulé- turn around 'md use that to out our own throats.in
thu‘countryg that 1f such & loan were made, would there be
any reason why Brazil end Chils, Argnntina‘ and other countries
in the Western Hemisphere would not come to this Government,
 having established a precedent, and ask fﬁr & large loan to
£0 in the o1l business to put um out of the o:l.llbulinu“?

Bush & thing as' this could flow on to railroads
and many other industries that '#ut in this country if our
amnt etarts in to finanoing other governments f:o_ the
detriment of our own industry.

T would like, if you care to, you to express your
opinion on that subjeot. I thank you. ‘

~ BECRETARY KRUG: I was not consulted on it, Mr.

| Pyles, I would like 10 have the views of the Counell, Af there

are any osther viepu on the subject. I am quite sure I will




be consulted before the President takes any action.
" DR. WILSON: I agree entirely with Mr. Pyles.

. - MR, HILL$ Mr. Chairman, I think we have & discussion i
here that is perfactly ahpropriate when we each spesk for our-
selves.

Mr, Seoretary, I am wondering if these are questions
that you would want to submit to the Couneil and have the
Couneil act upon as a ﬁody by report? |

SECRETARY KRUG: Frankly, I wanted to get the
benefit orf;hiu discussion to decide that very thing. I
think the discussion has been most helpful Ain bringing out the
" point of view of various members of the Council, I appreciate

that these Pellows are not speaking for the Ceuneil,

MR, HILL: I would 1like to spegk to one or two points,
but not senceding the prepriety of the Council its asting as
sush, in dealing with the question. There might be aome
legal questions thers that both you and the Couneil would
wish to avoid, |

I think on the queation of imports we have really
answered that in principle. You can only import what can
come in here end be oéunumnd or stored, and that is what
has happened. Room has been made for the excess imports
by the restraint of domestio production. We have a poliay

‘which we all agree to, and that 1s that imports should only
nupﬁlqmung domestic produstion. Enlightened obaarvqnse of that




would take gare of that situation by those six er eight
companiss involved,

MR, PECK: Mr. Secretary, I have a suggestion for
this committee that the Counoil 1 aonsiﬁgring setting up;
Through the publie meeting with all thné gasoline stations
there seem to be three questions _thht the Counoil may con-
sider é.nswcring for the public. Thepe probably are good
ansmrs to theae, but we have not got them. Raferrins to
the importation of oil, the public wants to lmow why we
should stop 1mportation because they feel that we are balancing
on the i;rink‘ of war and 1f wﬁr atarte we won't be nbu to
 import any more. I think they have the impression generally,
without further explanation to them, that we should continue
importing while we still have the chance to import nnd pr&-
serve the resocurces in this eoﬁntry.. | | |

| Another thing, regarding cut basks. The public
wonders why it is that we are cutting back production through
the various state allocations comittaeu instead of roduoins
the price of cut~back produetian. Therae is probably a good
a_mar to t.hme qQuestions, but we havon‘t the ready answers
when th;‘ ‘public aske uLs dbout them. I think that the u-_i-mi_-»
-nnt;m uf Information along those linu‘ would osuse the publio
to lookat the thing in & differentlight. It mny not seem
important, but where you are ocontaeting the publiec and they
say we read in the papers where they are ssking i'om- the




impartation of oil from Burope and Saudi Arabia to be dis-
cmtinm. I think We shouid sat: all we can while the gecting
is good. That is the average puhiic viewpoint.

The quntien 18, I ses where they have cut back
produstion, The argument is that it costs more to produce.
Yet they say we read of these great profits. We don't have
the answers for the publie. I think through the service
stations of the public where we meet the public constantly,
1f we had thome anmiers, 1t might be very helpful to the
induatry in general, |

I thank you.

CHATRMAN HALLANAN: Mr. Majewaki?

MR, MAJENSKI: 1 think we would be remiss if we
didn't take full a.dv#n._ﬁ&a‘e of the Seoretary's. wssuti,on on
importa. I think we talk entirely tco mush about this
question of imports in the public forum. I am gratified at
" ‘Wwhat the Secretary did muggest. I don't know what the
Chairmsn of the agends committee had in mind and I didn't
hear everything he said, but I think Af this Counell fails
to encourage the Secretary to submit the question of lmports.
to the Counocil in wiriting a¢oording to our rules and regu-
lations, we will not be aeting in the public interest, and
I think that in apite of what you want to say, we ouaht to
eonsider 1t carsfully before we docket 1t, we should dooket
’ it, and we should give our views Just ll- frankly and giving
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representation to these pecple, everybedy who wants to be on
the committee. I den't want to be on that comnittee, but I
will be making my views known to the members of that committee.

I think Chlriiotggoser'g atatement following the
| Secretary's -nuﬁzntion should be aoted upon. The commitiee
should de appointed, a study thU1d.bo made, and we give a
vote of thanks to the Secretary for suggesting it, Instead
" of going out into the public minds with a controversial sub-
ject, this- is the place to settle it with the Government
pcaplcéaikins us for our views. |

' MR. JONES: I think the Chairman of the Agenda
Comuittes has appropriately raised the question as to the
prdpriety at this time of appointing a committee of the
caunoil. JIbhaurtily pubsoribe to what Bsrmey has sald snd |
what chiflih Roessr has sald on thérimportanoo of this
Question of imports of oi;. It is ﬁh@‘host éomplicqtad and
:I.nv.o:‘lve; ﬁmtim that I think has ever been brought be-
fore thia Counctl. The Committee on 011 Policy, as Mr.
Jsocbsen said, tried to put together & set of principles and
submit it to Mr. Krug as the Sotf expression we dould get
of £h§ ropraacntitivis of this Council as to what & sound
n&tieﬁ&l 64l poliey shéuld provide for. It ten't perfest
by any mn#ns. It 15 not tmﬁl@ﬁ&nted by the machinery to come
to grips with this question of ovenr.production which now

faces the country.
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This thing is so compliocated that I doubt that the
Council is competent even to diseuss it intelligently until
they have had laid hefore them a lot more facots than they
have now. I am sure that none of the large importers of oil,
or the larger potential importers of oil, are at all inter-
ansted in destroying the economy of the oll business of the
United States. I am also certain that it will dehoove this
eountry and our government to try to see to it that, as far
&n we can, qe ‘suaﬁz'.e- and proteat the reservas of oil that can
~ be oallsd upon, whether within or without the country, in
time of way, lHe? dori't have to be ruﬂ.nded that military
axperts told us toward the close of the war that more than
60 per cent of the total tonnage of shipments overseas in
the la.ﬁt war was pétroleum rroducts in some form. What the
next war will bring in mechanizetion or lack of 1t, or what
changeg will come ahout berm the curtain riueﬁ. we don't |
all know. Certeln it is that war cmriit be fought as we know
it today without petroleum and & lot of it. It is-pesaible ,.o//
to Bs remembersg, too, that withmt B miilim barrels of
production close to our borders but outside the fﬂ!’dﬂ‘ll of
the United States, we would have had Aifficulty in fueling
 the last war. Ws were narﬁ gelf -puifficlient petroleum-wise
in the lagt part of the last war, We drew upon Venesuela and otlw
nearby ccmntries for epproximstely & m.!.ii;.an barrels a day, and
we needed every barrel of lte. gh‘at an 'tapg of savere rationing
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in this country. |

This thing 18 e¢ involved and so complicated that
- I would suggest that we not get too far md too £irm in our
sonvictions here without a most careful study. I am not.
sure what the Agenda Committes will say w}:en they examine
'1t, whether the legalities are so invoived and complicated and
serious that this Council should not consider it, but I do
think 1f the Agenda Committee arrrives at that conclusion,
the Seoretary of the Interior should appoint a cmtteé of
hie own from the o1l induptry, representative of . the verious
Begments of the oil industry, who have a great interest in
the question of Imports and the proper balance of supply and
demand in this country and the apprdpriat;te development of
the o1l resourceas of this country. If thﬁ ie not noun&,
that the Council wmdertake to go into that, I think such
& cormittee ought to get to work on 1% right away, hecauﬁe
this questionis one of growing importance. Alresdy we are
seeing eriticlams beginning to fly back and forth in the
busineas. They have haen tempared by the fact that during
‘the period of the var, oll men gdt to knoui each other and
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to believe for the most part that we all wall - not to be dia-

trusted. 1 mean we 1ookad each tther in the face and oalled

sach other nmnes&ﬁfil_gg andwthat)}but by and large came
out of tha war with a 11ttle more respect for other oll
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If this ev-ruproductian situation continues, if
thia outtins back of 911 continues without a dufinite and
clsar explanation, not only to men outside our industry but _
Anside our industry, we will go back again into de-Guessith
o€ ohaos which will tear this industry apart, and that is
noﬁ good. It is not good for anybody. So 1 ﬂugktat, sir, ;
that we not get toe 'het up in this Couneil yet on the
'.nthnét until we get some more facts and that as early as
poun&bi.,%ﬁi;éitntq & ¢onmittes inside or outside thc Counoil
to come to grips with this very sericus problem. I think it
is the most serious thing we ﬁ?ﬁ hnd to face up to now. |
CHAIRMAN HALLANAN: Kr. Jones, the fact that that
might prtéipitnte some controversial discussien 1s no reason
why the Council should not consider it. Certainly we have
had controversial matters before.
MR. JONES: I_underltand that, bhut there may be
some reason that your Agenda Committee would advance, maybe
soundly, that the Council is not the appropriate place to come |
to grips with this thing. e
CHAIRMAN HALLANAN: The secretary haa advised me that I
must leave immediately and I regret the nnoasaity of discon-
tinuing the dlscusslon on these matters. I do wish to eall
your attention to the raot_thlt he hias opened up for dinﬁul-
sion three situations, first, the matter of imperts; secondly,
thn.mnttcéwof hew we oculd éot an adequate cushion and stebilize
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the situstions and, thirdly, he has salled attention to
the possible deadlock that may exist in cornection with any
logislaéion having to dd with the development .or the (ﬁidel&nﬂl.
He has had gomments on the firat -ubde_et and com-
ments as to the sssond. Up to tlﬁs time there has been no
émt whatever or any suggesation from anyone as to what
might be done, if snything, to break the deadlock that
apparently exists at the moment on the tidelands situstion,
and I imow that he would be glad to hear any comment on it.

' SECREPARY KRUG: Wr, Chairman, I regret I am going
to have to leave. I do hope if there are any ideas they will
get in this record so that I can talk to Mr. llriemn about
them, and perhaps talk to you again sometime, This has besn
a very holprul discuseion to me. I want to give nm‘thoughtlz
and talﬁ'bver-wihh your Chairman the import problem and what
We might do about 1t. I think Bruce Brown's committee has
 the sscend problem well in hand and I was just trying to
‘t4e them together because I think they are rqhted.

If, on the third preblem any one has any brilliant
| 1dess, I would very mush appreciate having them develcped.
I enjoyed thie ohance to meet with you. For me this meating
I think has been more helpful than sny I have attended.
Thank you very much (Applause).
CHAYRMAN HALLANAN: ﬂmt.imn, ene of the major
problems that the oil 1_ndun£ry has had to face in recent months




has been the development of the eemenic cooperative admINI®-

tmtion, and the part thnt'aﬂ hag played in that has been
very prominent. I asked, in view of the general interest in
what was lgoing on in the ECA, Mr. Walter Levy to be with us
thia morning to give us &n outline of the situation that -muy
be developing thore and the absemtiana he has made in con-
nection with 1t, and also to permit any qucatima that may
a.ris.e from his Msauas{on and preaent_ation of this problenm.

Mr. Levy hn.st‘ had a very unusual .Jbbrta" do:. I know
that we all have the 'greateat eonfidence in hi's approach te
that job ‘and 18 desire to keep the administration on a
high and unavailable basis.

| Mr. Levy, we are happy to have you here. Gant_lm.
M. Walter Levy, Petroleum Administrator of the Economic
Cooperative Adminintrﬁtion. (Applauvse)

(Mr. Walter J., Levy, Consultent, -Petrolm Branch,
Economic Cooperation Administration, read mh prepared address,
during tha sourse of Which he interpolated as follm:)

It should also be {mportant to insure American
companies against unfair competition, espesially as in many
cases by a eountry by switohing from an Ameriean to un-American
oil. The real dollar savings are very small because to pro-
duce British oil also requires a lot of dollars for royalties,
equipment, services and what have you: It should be possible
to maintain in Burepe, in spite of the currency difficulties,
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a market for specialty products which cannot sasily be met
by the local cutput of refined products in Durope.

On the other hand, it cannot be denied that a sireable
and healthy expansion of the Eurgpean refining industry which |
may mean fewer expoerts of finished American products td
Europe 1is essantial and desirable. The faot that trade
patterns will change 80 that some suppliers gain navicets

. While others lose markets 1s not necessarily a national dis-

L3 ¥

aster. It is also not negessarily a national disaster if
Western Hemisphere expests to Ewrope deoline at the same
tiné that Middle Eastern exports to Europe go out. It ieuld-
be a national disaster if Europe st the end of the Marshall
Plan ptﬁied after the U. 3., taxpayer had spent $15 or $17
biliton on recovery, if Bircpe at the end of that pertod

would still be in as helpless and lxpeuad a position as it is
‘tma

- It is otttn-ohaﬁsud that ECA iu rtlpohlibli'for
the problems that hre faoing our export indﬁstry, and that with-
out ECA the American sxporter would hait been 30 much better
off'. Obviously, & direotly opposite pbint of view 18 correct
because whatever way you may losk at 1t, the dollars ECA
spends must come home to the Uniﬁfd States. They rwﬁrguont
goodsproduced here and they rapwiuent shipments made from
here. Thess dollars without ECA, Witheut the deoiston
of Congress to spend this money would not have created
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exployment and exports over hers. Many of the most important
o1l marketz of Rurcpe, when I ;tarted my work & yesr ago,
had completely exhausted the foreign exchange rasauraéa |
and they wefe iiving on & day-tb-day or hand—to-nnuth basia¢
The oil trade without the expenditure of money through ECA,
the oll trade in Europe would have been shot to pleces last
year, when ECA started its operations nnnpéil_s. And in

& situation like that, thsra would have been no a;ﬁ-rnatiju
for thu British but to expand and to expand and to expaﬁd
thelr om oil 1nduatry 1n order to take ocare of all the |

mﬁfkuta ar the world whare Amerlcan o1l c¢ould no longar
be sold, é;ﬁ 1n ordar to SAI'Tt a8 many dollarn as raat as
poasible throush the. expannian of 01l developments,
 You knon better, perhaps, than I do, that 1f you

develop oil rescurces as rich as thay are available to
the British in the Western Hemisphere and the Middle Sast,
& reagonably small expenditure of woney yields results in
the annual value of the output as fast or faster than any
other industry that ie ki.wm.

| - It 1B further charseﬁ that ECA creates problems
by supporting o1l developments 1h urope lnd-averﬁens. Here,
00, I feel very strongly that the ahhrge 15 not justified.
ECA attempts to have Rurope to aohieve resdvery by the only
way through recovery oan be achiaved ﬁnd that 1s incressed

productian, 1noreaned exporte. Only 1f the American people
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- would . decide that they'wnnttd to make continuous dollar
granta ta Burope over an 1nderin1te period, only then wouiﬂ 1t
be neceapary to insist thnt dupins the three or rour years of
ECA aid Eurapn indreases ltes proﬁudtian in line wiﬁﬁ normﬂi and
reaaenahle market expectationsg., We are committed to hnvurr
European raeavery by the 2nd of 1952. Increased produbﬁian
in Hurope and mare daliar sxports rrom'Europ¢ are gasential,
If that 1is not achleved, the reverse.will net.ih, whiuh,il

U ¥Ythat Burcpe would import less from the United States, the
standard of llving would go down, and there weuld be political
implinaiions probably of very sériauﬂ'mhgnitude.

_:But even though we must have Europe to improve |
itself in dollar balance in order to help it to nahievnlrecov-
ﬂ--ryﬁithip-thn,nexﬁ three years, vital United States interests are
‘at atak#;?and the mnre'dnllar/savinss approunh as far as oll is

aonccrned wuuld not be Justiried and would be too HRrTON .

. _As far sa o1l i concerned, we have gonsidered our
job not enly meraly & dollar-saving operation. Some sacrifioes
may be required, but 1t is 1Mp§rat1vt and we feel very
strongly about that, that ho vital intevests af thn United
States be jeopardized through the operations of ECA and

that only legitimate oommercial interests would be hurt un-
necessarily. We believe that the oll industry will ride this
storm asm 1t has ridden meny others: Everything will net and
perhaps should not go its way, but evnrything'Will-nat EO
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‘against it, either. Hurope will undeubtedly inoresse its
r&finins-éapaoity nﬁd‘its ovarse;i produotion, and Europe
will also f£ind 1t easiar to trade in sterling rather than in
dollars. 51;_0_:-_1:1;::;"911 for sone time to come will be obviously
‘sold easier than dollar 511. That is the price we have to
pay for aperating in a atrong eﬁrrency, hut I guess we &ll
would pay it gladly.' Iﬁ is also yha price we havt‘ta pay
for not living in an economy whers currencies are sompletely
eontrolled, what you are told what you oan do with your
prndpntl, whers you have to sghip them and whare you have ne
- right to ship them. |

‘These are aome of the problems with which we were
faced during our firit year of operations. ECA wili soon
enter its second year. During tht year, the consumption in
Rarope 18 estimated to go up only slightly, rrém #6.9Tm11110n
tons, or ﬁboﬁt 900,000 barrels a day, to 48,7 million tons,
or about 980,000 barrels & dny; Inperts will rize corres-
pondingly, and half’ of the imports will oonsist of orude oil
as compared with & 1ittle mere than a third of & amaller |
 quantity in 1938

Dollar oil 1mbamtl have been estimated at about
28 milldon tons, or A1 per oent of the total impsrts. The pars.
centsge 1s slightly below the persent of last year, and
panaadarﬁbly bolow the persent of 19547, whan Rurepe's oil
industry was still devastated and wes not able to supply all
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the nuéd- of the markets. However, in spite of the deelining
ptrcintas- of dalllr oil in Eurqptln markets, tho absolute
quantities are still increasing.

The value of total dollar oll imports for fisgal
1949 has been estimated at $504 million, and for fisoal
1950 at about $562 million, & decline largely due to the
increased share of cruds oil in the total.

Thmre 1s no doubt that all the dollar oil that
will be needed will be available and that mors sould be
ay&ilable if Burope were really to need it,

The equipment program of the European qountries
pravides_for refining capacity in Rurope 1h fiscal 1950 of
about 35 million tons or abeut 700,000 barrels.

( Lcry oontinuad reading his address to the end.)

| ) cHAIRHAN HALLARA: Mr. Levy, we are very grateful
to you for that compruhanaiva and interesting repﬁrt. Are
there any questions, gentlemen, that you would like to pro-
pound to Mr, any in connection with this ECA matter?

MR, JAGOBBEK: Yes, I would like to raise this
qunation. withuu§ quarollins with thn general idea of
helping Eurcpe. It may be largely a matter of degres., I
want to raise the question of whether ECA is perhaps not, due
to the faot th&t.oil 18 sueh an excellent source of dollar
exshange, gaingltqe rnr and plaging the European oil industry
in the 'pautim,' at m‘;am.._.f of the American taxpayer,
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where Just & few years down the road it will cause tremendous
harm to the Amerioan oil industry, not only a broad but .

in this country as well. By way of a very sirple illus~
tration, I would put it this way: As I understand the whole
ECA program, it 18 one of rehabilitating Burope for Burcpesn
recovery reastoratlion, or words which imply that we want to
put Europe back where she was. Here 1s a man in Earope who
hu & nice little five-room hdue, and the house was destroyed
in the war.. Then we say, that is 2 shame, and we ought to
help you. We will fix you up. We will restore your housae.
But we don't build him & nice little five-room house. We
build him & 30-1*001:1 manaion instead of 1it.

My feeling is that there i3 a very great deal of that
in the ECA program, that insteed of limiting - and I am apeak-
ing solely from the oil industry viewpeint, that instead of
giving Burope the minimum neceasary to help her more or lass
get on her feet oil-wise, we are giving her so mach that we
are really plaeing them in & preferred position as againat
the American companies who have to operate abrosd at their
om expense. - |
| MR, LEVY: Iet me answer that this way, M. Jacob-
sent Burope at the moment, as I stated, earns about one
dpillion dollars by nhiﬁmnt of goods to the United States.
If Furope should do else but finance its oil imports with
what 1t earna by the o::paort of goods to the United States,




it would have to spend about $600 million of the billien
dollars, That is of course & ooupletely mouibli position for
Rurope to bs in because uﬁ you know Burope needs a great
deal of things from the Western Hemisphere. The war, price
inareases, decline in productivity, the Iron Curtain, the .
" problems of Eagt-West trade have all led to the sltuation
where 60 per cent of Eurcpean imparts from the current
situation would go into oil imports.

What can be dene about 1t? We cén either say,
"Burope, you must cut back your imports fram the Western
Hemisphere to a figure of & billion dollars.” That would bde
an impossible ﬁituatiém There would have been no need for
any mriem ald, ECA or anything else. The next thing we
can sy is let Rurope export more to the United States. That
creates a lot of problems. If Eurcpe were to try to axport
oil, I Jmow it would create problems here. If Hurope wers
to try to export other goods, machinery, it would oreate
problems with other groups. | |

Therefors, wWe strongly belisve that Europs umust
increase its exports to the Western Hemisphere 1f it wi.nt.p
- to rd(ﬁcr, but there are large powerful group's who don't
like that 1&0& particularly. The third alternative is to |
contimie subsidizing them because, as I sald before, 'on the |
level of a billion dollars worth of trade ca:lcexlr:a.mw= between
Burope and the Western Hemisphere, our very powerful American




companies wouldn't be able to maintain their production, and
the result of what you fear would happen through ECA two
or three years hence would have Mppomd last year. |
- o MR JAGOEEHI I don't think it lmuiﬂ besaune
thbytwouldn't have had the resources whn*with to do 1t. It
seems Lo me, A8 I sald & moment ago, that it is largely a
matter of degres. We ars giving Rurope net the ninim _
‘needs of oil facilities 1n the way af rcrineiics and helping
her production and 8o on, but we are glving them so ‘munh
that they will astually hurt the American industry far more
than would have happened in any other event.
| Or put it the other way, that in helping to put
Rurocpe ‘m hex !'e'tt,‘ t?le ECA 1s letting the oil 1ndultrw pay
morre than its fair share of a;ﬂ:t:-rhy pli.c:lns the Rurgpean coun-
" tries 1n a profmed position by letting them dmntmct at
the sxpense of the American taxpayer nltramdo:m refineries
and develop new praduation not merely in tlu Middle Eaat,
but clmhen
As I umlarstand, they m axpanding their praduo-
. tive capacity in South America and are locking forward to it
in Africs and God knaws where else, all at ocur expense.
MR. LEVY: Let me say, that we have not financed
a single EGA dollar for petroleunm sguipment anywhere, axcept
I think a million dollars or 80.
MR, JACOBSEN: Neither rarin:lng or produstion?




MR. LEVY: None whatsoever. I think one or two
milion has gona into some @raduntian effort in Franse. There
18 not & single ECA dollar that has beén spent on equipment,
‘that 1s the first statement, | |

MR. JACOBSEN: But you have $600 millian down there
for 1t, haven't you?

_ ‘ MR, LEVY: We have requested #530'm11110n, of which
'$380 m111ion would be theirs~-$200 million would be the
dollar fedﬁest. The other would be ln neutral currency. .6}
the $200 million we have cut At back to $100 million. The
200 ﬁas beén cut back in sur program to 10G. Up to now we
" have not spent a Binéle dellar ror/:ggipment plan.

Let's look a 1little further into that. When the
ECA was up before the appropriations commlttec last year
and 1%t looked for some time ag 1f funds would be out dras-
tloally or as if there might be no funds, 211 the Zuropean
countries prepared an emergency program in case there would
be noc ECA. The firat thing the countries did in Burope,
all of them, was to c¢ut out dollar oil to the bone. The
second thing they dild was, they sald Great Britain, for
instance, has about albillion dollars income from ite own
shipmsﬁts, 8ix to ¢lght hundred miliian dollars zsurrent
inecme, and they heve $2 billion or so or reserve. But
Oreat RBritain decided ﬁhen this was & danger that there would
be no ECA ald that we have to take over ths complete supply
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responsibllity for all dollar oil in Xurope. T think I
quoted the figures & few months ago, an investment of

 sbout $2 billion dollars in Eritish oil facilities would

vy

have led to en inerease in the annual value of British oil
by one Blllion dollars., There are very few investments
whers you can ingrease the annual value of your output by w$J
50 per cent of your investment. That investment ooulﬁ have
been made in about three or four years.

That was an emergensy plan. It wﬁs our ECA. What

ECA in my jJudgment has done 1s that it hes tempered these

plans. ;qhat‘yﬂu ara't&shtins ag&inﬁt, Mr. Jaaobggn,.and what

We are fighting against 1s a dilemma, a dilemsa. The American

‘11 industry is in a dimsedvantageous position, there is no

doubt about it, but it is in a disadvantageous position be-
cause 1t happens to trade in dollaﬁﬁ and can't trade in
drashma or crowns or any of the currencies which would allow
countries which have not got dellars to purchase. You can't
get away from it. You can't get away from the fact that
Eurcpe at present earne a bdlllion dollars by! merchandise
imports and that the dollar shiprments to Europe would eat up
$600 milllon of this one billion dollars. 'Thera would be
$400 million left for all other exports from the United States.

As T sald te you before, we have not appravaﬂ any
program. [ went to ﬁdris in Decembeyr and talked to the OKEC
and. told them that we weuld not approve anything bdut a




rational Integrated program which was in line with the market

axpe_ctations of the British companies and which was in li_ne
with the dollar expectations of the EBritish companies.

| MR. JACOESEN: The market axpsotationa of the Aritish
companles would involve thelir taking over presumably a sube
stantial portion of the former American maricet.

MR. LEVY: T would not oall that normal merket
expactatlions. However, 1f the British compinias would trade
in &ollara and would coppete with your company or with any
other sompany--- _ |
| MR, JACOESENM: They wouldn't eompete with mine be-
sase we don't export. |

MR, LEVY: Any aman:r. I don't care. I know you
haye cnly a pr&ducing interast here. mt if they would
compete with any ¢company in dellers on an equitable dasis,

I think they should sompete. Let me add something else to
that. A British company which receivea ECA ald does not
recelve 2 grant from anydody. They have to put down pounds
sterling for every bit of equipment they purchase, There-
fore, whoever makes investment decisions over there must
make tham as a reasonable and normal businessman who expeots
some raturn for hls M&y. We don't give squipment away to
anyene. _ |

Mi. LEVY: ‘They have to purchase it. Whai: we do
i to give to the country concerned the means to exchange
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pounds sterling, the private industry over thers, into dollars.
I think that oan net be clearly enough stated. |

MR. HAMON: MNr. Levy, I think I understand your
‘problem, but I think poesibly what I may or may not read in
your address here, and maybe you are not right. I Just
don't know., What I was wondering, though, is the thinking
of the ECA that to bridge this gap between $4 billion expen-
- ditures and §1 billion income, iz it the thought of the ECA
that the easiest way to bridge this gap and the moat effec-
tive way sheuld he an undue sxpansion of the Europsan oil
industry in order to bridge this gap? That is what I
am wondering, it Y donft read that in your speech.

MR. LEVY: No, I am sure we have not., Let me
describe the effects of oll on ECA operationa a2 little bit
. more closely, |

The first important thing is the dollar expenditure
whish Burope mokes &t the moment for the imports of oil
into Europe. American ocompanlea have an established market
position in mont of the Eurcpean countriea, and the nﬁtlétu
which American companies have in Europe are necessary in
order to assure & raasqnahlé operation of the foreign con-
cession, thn‘prqduotian in concessions which are owned by
Amsrican nationals,  Amerioan companies have to a considerable
extent voluntarily made the daeision that they are going to
build refineries in Europe leading to a very large dollar
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saving for Europe. I know of one company which is prepared
to spend many millions of dollars whioh would 10@5 in one
refinery I think to an annuel saving of $60 million in the
imports of this partieulér company. That hiﬁ been done by
American industry whie¢h has made the decigion that if they
want to mnintain their husinen- in BRurope, they will have

to minimize the dollar drain from Rurcpe, This is a com-
merecial deoision. This is nothing but a commerocial decision.

If I were in the oil busineass in Europe today and
were dependent upon large dollar income from Burope, I would
.88y while ECA ia in buainesl. I am assured of that 1naomn.

If and when ECA is out of business, I can't forece anybody to .
spend dellara if he doesn't have any. I can't foroa hin to
spend it. Why force him to spend it on oil if the oowntry
nesds food and would rather spend it for food and buy oil -
rram'somnbod? olse?

Ag I sald befoere, American companies have gone aiang
with the Furcpsan ocountry and duilt e ni:-nble amount of re-
fining capasity there. It is our intention to see to 1t that
these company rights are protected as far as oan be reasonadly
done.

-The next phase of the program is the expansion of
British production, whish Mr. Jacohsen mantianed; Ovarseas,
in the Westem Hemlsphere and in the Middle Eist. We have
told the Britiash that we do not believe in duplisation of
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facllities which are not m“n, and beocause we hlw'o‘ not
had -8 eoordinated and 1ntemtod Pprogram in front of us, ’
we have refuged to finance up to now, But this -auu' mt -
' mean that ths British oil industry 1is. not #n Aimportant
uut whmh will help BEuropean ﬂaomy in & most extravrdinary
‘mnmr. Hu, as wel.l as anybody whe locks at ‘this problem .
I hope rmom\bly. wenld feel that to oreate & world surplus
of oil would not be to the dest interests of ECA or the -
ammtry congsmed, and no:?tunly- not of the éil-iudustry.' : |
| It 1s & a1frioult problem, Mr. Jacobsen, and 1t 18
a ditrinult prablm, teo, what kind of control you oan exer-
eclse, |
DR. POGUE: Mr. Chairman, I have one comment and
one question.
- It seems to me in one place in your paper, Mr. Lavy,
you implied that your plans were bcins_. basedt on the thinking
that world demand would insrease conssrvatively at the rate
of six per cent per anmm. If six per cent 1s She rate of
inorease for werld oconsumption, which is now something. over
nine dillion harrels & day, would in ten years be & 70 per
osnt inerease or :iharly seven million barrels a day. In my
judgment & six per cent rate of incresss for world demand is
an overstatement of the probablilities: I would think tn
planing that it weuld be more conservative to thiak in terms
of p-ﬂapi a thres par sent rate of inerease, which in ten
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ythrn would msan three million barrels a day more, B8ix
per cent in my belief is mmuch more than will be gtthmnﬁd.',
| espacially in the troublous conditions that may lie ahead
immediately, - |
MR. LEVY: I would not disagree with you, Dr.
Pogue. Weltoak the six per cent figure se the likely ax-
pansion during the next year. i &M sure you share mny hesl-
tance as an economist to make predietions on future supplies
and demands.
| : DR, POGUE: I think it is too high ror next year,
« LEVY: nlnioally outside the United States.
v ‘In the U‘nited Stater prct:a.hlr the figure for the United
WStatea 18 five per oent. ‘The aix per cent.riguru we thought
would be about the expansion of demand outside the United
States, where we atill have & certain momentum. In the long
7un 1t is certainly toc high a figure. If you talk sbout two
or three year programs, we try tofscaie 1t down.

MR, JONES: Mr. Levy, Mr. Jacobsen toushed upon
this. You may not care to comnment upon the broad aspects of
thie question. If you don't, pay so and forget'itq

/r;;;- Jascobsen touched upon a question which 1t seems to
me ought to be of vital interest to all of us. We, I think,
have some chligabion and self interest in the resteration
of the Eurupean -eanomw.//rar be ih from me at this late
;hour to disagree with thu poliay of our eeuntry in ’*t‘“diﬂs
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_;;_q’:_eq'-m:’-qp-_!;im 1t would be a 'mw-ey indeesd if, a8 N
:umm".'m.m; when this curtain 1s rung dmi_n and -'wﬁ "
\'l'nivt' spent $20u11ions, because I think cur estimates are
: shy of what we will actually spend befors we ‘are through, if
we £ind that we have done just what Jacobsen m“tl, that
we have built a 30-reom mansion instesd of # five-reoom houss,
‘and furthermore, that we have up.‘cnﬁ i1t in such a fashion
tmf we in American industry, which 'perhnps':t-s perfectly
l‘unnns“tc-mt all-comers in the field of competition and
eaonmq;}f@a-mr, are not competing with individual |
' p':'ivite enterprise sbroad, but. are sompeting vrj.th & sonialistic
- and oontrolled economy, sush as Ingland is embracing today.
R ' The thing about the whole Ruropean méwm aituatio
that bathers me is thit we are in effect Pinancing a atate
of soolalism in m@m, and that when we are finished with
1t, this sountry and its private enterprise system snd its
individual endeavor and the oospanies that sit around this
‘table and the others at other tables throughout the United
States, are not going to meet British competition in the form
_of private endeavor that have to account to stookholders and
ereditora, 1t il"goin_g“ to bhe #'so'wrmmit subsidiged
business. To me fhab is the yhoic orux of the situation. J
I know that is a $6k quntiﬁfbug do m think or can m
give us any assurance that in this broad and sweeping
' gesture that we are making to save the world, at the Ameriocan
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taxpayers' expense, we are not at the same tdme doing a lot of
things that may ultimately destroy our own economy?
|  (issusmionoff the record.)

MR. JOKES: T am unable to disapsociate the 1mpﬁnt
of the British socialization and the impact as Jeecbsen
has Indicated of over expansion which we ¢an not hope to sope
with on a socialistic basis.

. WR. LEVY: I can only say I share your fears.

MR, JONES: I think we all have & right to.

GHnIRHAﬂ.HALLﬁﬂkﬂs 1 think thia 13 8 very live
subject and one in whioh me are all 1ntcrested._ B
MR, JAGO&BEH“ I won't talce mnnh more timco -iﬁi)
want to say that;I fully appreciata that what you say is
right, that whenevar we try to help any particular braneh of

‘industry rabuil&\ituelf in Europe, 3omshudy here kisks. Some
"time ago I noted that besause some of the Burepean countries

were buying more iobacco than they did before in Turkey, the
Amﬁrican Tobacco growers got up in arme beoause thayrwcran't
spending their ECA money to buy tobacco. What you say about
sh#Ppins of éou}sq is perfecbly right{_ No matter what fleld
3ou enter, you step on somsbody's toes. I fglly understand
that. But my fear 1B that the ECA says, here is the ofl
1hdustry. They are big and healthy and BEYroRg.: @huy have a
beautiful uqmmodity ‘that lends itself to excha.ge everyrhere.
Lat us give 1t to them. I am afraid the oll industry has to
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pag more than 1ts sharc because in the firet place it déqnn't
howl, it doesn't say anything. R
MR, LEVY: Oh, 4t howls. )
HR. JAOOHSENa Iﬁﬁﬁﬁé_naaend placaﬂ&au Teel th#y

oan atand 1t.f‘W1th regard to your asswrance tha% you got

from Manuel Shinwell, I would say that that 1sn't warth &
gingle solltary doddam. We met Shinwell when we were in 7
London two or thres years ago and I remember Shinwell tellingw-
 Joa was thera when he sald it, and at that time, that par-
tioular mement, there were one or two others., . He said, "I

can aspure you that we will never socialize any‘inﬁuatry in
England that iz effielently run; and na& thay are talking

about sdéiélizing ateal, whilch is exceedingly iffiuient-'

In other word8, his assuranage that they won 't
sociallize 01l doesa't mean & damned thing. First of all, he
hasn't got the say, and even if he had, you oouldn't believe
him. He doesn't CATTY 3n awful lot of weight any more. I
must Just say thas when he was named Minister of War aftex
he medsed up the coal industry, Churchill sald, "Well, I
 think thaf i 2 very good move indead, because he was Minister
of Coal and Fual and we didn't have any coal. Now they have
made him Seeretary of War, we may hope we have no war,”

MR. JOKES: I shara Jeocbsen's view, that Shinwell's
word ian't worth a.gaad Goddam. I will go further and say that
the policy in Ensland-ia go ﬁhviauslta all ar-this-greupr
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that we. needn't guess any morse. They are going to soclalize
that combry completely. The thing that warries the hell

out of me is that we are Just paying that bill and creating

a state monstrosity with-Which We in Amerdlcan private induatry
have to copa.

(Discussion off the record)

MR. JONES: AB dmerican producers, we are &ll going
to be kicked in the pants 1f 1t gets serious enough over
there. By the same token if we had an 1rmc1&ﬁ aontraot ,w;.'th
somebody in England that we could respect that they wouldn't
aoci&iize oil, I would itill'aay that the 1mpiotraf the
terrific soclalization over there would kiek the hell out of
g, |

MR, LEVY: I wouldn't quarrel with that, sither.

OHAIRMAN MALLANAN: As one who 18 very close to the
| adminigtration of the ECA and has lived w;lbh it, you do
share some of the same-anxieties an expressad by Mr. Jones
and Mr. Jacobsen? | | |

(Discussion off the record) |
MR. RUSSHLL BROWN: .Mr. Levy, I have noticed there
18 some talk of finaneing axploratory wildoatting for oil in.
the British possessions. I hope when you get to that you
will give some eonaidunﬁion to what might happen. We are
now experiencing & world oversupply of 611.. Every new barrel
of oil you bring ipte existenoe is going to centribute further
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confusion to that altuation, and 1t in & real one that we
are struggling with right here. I hope you will give some
gonsideration to that. e
MR. LEVY: Which certainly will he done. I can
parhape say this: I think you shald realize thé problems
we have In thils kind of game,
MR, JACOBSEN: I am damned glad I don't have your
Job. |
MR, LEVY: What 40 we do in ECA? We finance, so
te spealk, the British balance df payment defiecit. The |
British and ECA prepares a program of what 1s necessary, what
imports are neceasary into the U.K. for which dellers have
to be paid and how many dollars does the U.X. earn during
f1scal 1950, It finds there is & difference of about a
billion dollers in these two figures. It 1s sealed sown and
iL~§e*&hme up finally after apprapriations‘are theough with us,
aay we come out &bout $750 million. Okay, The situation s
this: Great Britain will get from the ECA $750 millien during
the course of the next yoab. Aspume 1t does. They will
earn say $600 million by exports and by shipping and what
» - have you. And they will probably spend some of their reserves.
Oreat Britain has $1.5 billion to play around with in line
with its needs. Ve canhat eagily determine what part of the
total imports into the W.K. are to be financed by EGA and
what parta.ara ta‘he financed by the dollar ineome of the




U.K., their eun'dalllx;; We cauld only eontrol it if we were
‘to say every dollar you have zoes through Aueridan Government
nﬂchinary,'if.ug would have ECA instead of having 400 more,
1t would have 4,000, and ﬁhn:e would be & big group of buresusrat
in the U. X. Then we could say we control every dollar you
spend and you have to do exactly vhat we want you to do.
| MR. JONES: May I inject this: I think I could
enliorse that typs of buresuaraay.
M. LEVY: You £ind the bursauerats first.
- MR, anconszuz"nny I say just one mere th;ng and
then I will quite.. |
CHAIRMAN HALLANAN: One mors. We Are running
pretty late.
. MR, MAJDMEKI: I instst that he tells Mr. Levy how
~much he wants the refining prﬁgrnm restricted to.
¥WR. LEVY: That is what I would lika to.ﬁnaw, too.

B .

MR. JACOBSEN: This s quite serious and it seems

to me to be a point that the RECA cpuld perfectly well raise
with the British. In 1943, I think it was, before the

_agvent of Lend-lease, just before lend-lease, the British
pledged with the Reconstructinn Finance Corporation securities
which at that'tinu were warth about #500‘n11110n':¢r a loan

_of $445 millton. They drew down about $390 million of that.

By application of dividends on the stock':held, and that was
”*h'vﬁry lnrsq-rtpfnaant;tivh 1ist of American companies quotcd'
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on the New York Stogsk Exechange plus some privately omed
companies - by applicatieon of dividends and interest that
loan the last I heard of it a couple of years ago was down
to & couple or handred million dollars. It must be not more

than 150 million or somathing like that now, perhaps even

leaa. In the meantime the seocurities went uw in value and
are probably worth now the better part of three-quarters of
a.billion dollars. So England has there equity of at least

4600 million, possibly more,

| Why should the aecialistic British Guvnrnmnnt con—
tinue 1ndafinite1y as a stockholder, a large stoekholdﬁr.

- in a vawt nuﬂber ar Amarioan eampanies? \Thqy hnve big hlockfj//

of sharan of' atandard or Ncw Jnrsay, U.S. Stcal, General
‘Moters, ‘Standard of Indiana, Anarnda They hlve a bunch ar

\E\your sturf (to Mr. Jonaa) ang/i don't know why thn British

Govermuent; shculd not be told to aell those shares 1n-tha

American market 1f they need dollars #0 badly and use those
dollars instead of giving it to them from the Marshall Plan.

MR, LEVY: I would like to say that in general 1t 1a
essential, I think, that the varicun‘nuropaan countries have
an investment and have &n invisible income in order téznupple—
ment thgiﬁ.mdrehandine income, income from ﬁnrchandiue'

exports. What gripes you in thié situabion is that it 1s &
¥ritish Government, & seolalistic government. You wouldn't

mind 1f a Britiﬁherdwned these stocks of whatever company is
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mvﬁlved.

lrﬂfc. JACOBEN: That iu right.

M. LEVY: 1P the Brliieh Qovermueas divesied ltself
af those and gave them to British oitizenge-

MR. JACOBSEN: i they nuad bo buy & lob of gouds
in the Usited Staten, why Gou't Shoy a.;allrtham'f

@i, LEWY:  Thers, e, Jecoboen, you get iabo a
very tickileh problem of brlanve of puguent. in oider Eop

Dritain o purehnse all At neods from Lhe Westorm NendSpheve

Tor dodleve they Dirat have to expord here o hell of & lot,
and E«a&dﬂsﬁl}*, they have probakly to have sa income £20m
inveostients. They hBed o #*;:‘@“ lurgs Inecué Prow investments
10 or @0 yeers wio.  Very little is left. That 43 part of
the $otel pleture of the coumbiwybe Torelpin LORCUB. |
MR, JONEQ: T think the answer to HMr. Jaﬁnbaen's
question, ¥, Lovy, 13 that 1P ;','ﬁu tc::cilc .:uwa,y the Aumerican

peovrliion thay cwm and applied 16 o1 thely dabl or whatever

you went to do with 1t, then v would have to incocuse your

appropriction for BUA md where 3¢ ye sg*‘c?
| IR, LIV Whet gripes Mo, _Jaucbsuﬁ iz that it 18
the Britieh Soverament.
Mit. JAGDROEN: You told us thers is no betbor
investhnent then o1l hesauss you Lad Lhe poney back in two years.
Wi. LEV7: 1 em not ::ls;; su:; BNy LIODT.

BR. JACOBSEM: VWhy den't they take that equity of
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$600 million whish they have and buy their refinery equip-
ment With that instesd of letting the American tazpayer
pay :for 1e? |

MR. LEVY: Mr. Jacobsen, that is where you make
2 mistake, if I may say ao. beeaune that is exactly what they
ars doing. As I said to you before, we have not rimnccd
any equipmsnt for the British, and we may never.

MR. JACOBSEN:t You stook to that, that they may -
naver,

| « LEVY: It doesn't help you, Mr, Jacobsen., It
doesn't help you a bAt. I can bulld up a very good record
for myself and I would 1like to, but I would like for 1%t to
be an honest record, too. I can come to jrou and say I am
1ily white, I haven't spent a single dollar r.m '0:1.1_. and our
machine teol expert goes to the machine tool industry end
makes the same statement and so on. But there are & lot of
dollars left to those countries which are not under ECA
control, and they may use those dollars for those things which
create difficulties. |

MR. JONES: And they are doing it.

MR. MAJEWSKIt Mr. Chairman, Joe Nolan gould &lve
you the perfect solution from the co-op angle. Joe, &re you
ready?

 CHAIRMAN HALLANAN: Mr. Levy, thank you very mich.
It has been a very entertafing diaousnian.. (Appl;use) .
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Gentlemen, this session has run unﬁnugllyfluns.

It is now 1:15. I suggest that the Couneil recess until

i i’l‘&5-w

(Whereupon, at 115 p,m., the cnuneilrr-eonald until
2345 p.m. the sams d&y.)

~
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APTERNOON SESSION

(ThaICGuncil reconvened at 3:00 p.ﬁ._purnunnt to
the taking of the noon recess.)

dHAIRMAH HALLANAN: ‘The caunsil will please be in
order. | | | |

Gentlemen, the first business of the af'ternoon
session will be the report of the Committee on Mineral Indus-
tries Census, of which Mr. Burhs is Chairman. A copy of
the report has been sent to you prior to the meeting.

Mr. Burna, we ﬁill be glad to have you'prespnt the
report. | |

(Hr. Burns road the report of the committto on
Mineral Industries Census, with the follawins 1nterpolationl:

No. 1: The thought behind that was thnt 1f there im

‘no official balance sheet of the oil industry or the industry

in general as of some certain date, people might be tempted
to go out and’ taice pollé or spot ‘checks and get misrepre- -
sentation, and that 18 usually whet 15 used against the
industry wh&n auu#body‘wants to mnke-dirty'oraaks about 1t.
Nd. 21 iha thought behiﬁd that was that if the

o1l industry or & representative group of the oll industry

sald we don't want the gensus, we den't think much of & census,
people might point their finger énd say thera is the oil
industry all over again, trying to keep a aaaéet. |

No. 3: The poiﬁt of that 18 to explain an idea which
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hed bothered some members of the Committee, that a census
oculd never be ourrent ar'up to date. I must say that at
first I had that foeling that the census aouldn't do much
Eoeﬂ, but scmebody much wieer than I was pointed out thet

1t doopn'ffhntter whether it is up to date or not, 1t at
'1east gives you the true facts as of a a;rtain dete and taken
in.eonjunetion with other censuses or surveys mede at other
datus, glves you a very aaaubate measure of growth and
1zmwnt'.

No. 43 That arises from the cbservation of many
mambers of-tﬁa committae thlt‘thg aeﬁaus is of very large
volume and contalns a lot of data which has naihing to do
with the oil industry in a critical sort of way. It is sort
of accident#l. Sometimes thé line on which the cleaing
balance is closed off doesn't sult the oil industry or its
practice in this reapect, and we felt that if a committee
which was familiar with industry statistioal metheds and the
- facts which-are ususlly kept by the industry wére to speperate
Emh the Bureau 'oi‘ the Censue something much more useful |
and much mors easy to compile and much mors aoouru;, therefore,
would result. | |

(Mr. Burns cantinued reading to the end of the
report. )

MR. BURN3: Thet arises rrgm tﬁn faot that we

cheerve the last census taken was in 1943. MNr, Chairman, that




18 the report, and I move its adoption.

CHATRMAN HALLANAN: You have heard the motlon; are
there any remarks, gentlemen?

MR. RUSSELL BROWN: I second the motion.

CHAIRMAN HALLAWAN: It has beon moved and meconded
that the réport &s submitted by Mr. Burns be adopted. ALl
in favor indicate by saying “aye.” Contrary "no". It is
50 ordered.

Mr. Russell Brown; as chairman of the Commlitee on
the Petroleum Industry Steel Requiremants.

MR. RUSSELL B, BROWN: Mr. Chairman, with this |
comnittee's repert we hafe submitted the suggestion that if
the report 1is éccéptad, the canmitteé be discharged. In
Justiflcation of that, I think I will take Just 3 minute or two
to state the reasons that undergo that to show whether or
not the Job is complete,

~ (Mr. Brown read the peport of the Committee on
Petroleum Industry Steel Requiréments, with the following
interpolationa:)

| Ne. 1¢ T might say there, Mr. Chairmin, I £ind that is
exactly what 18 belng done. There were a lot of fellows whe
because their contractual relations were not adble to get
through sﬁpply houses are now getting thelr ﬁaquirementa
through other companies who probably had excesses. I think the
industry 1s doing Just the thing the committee thought might
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bs necessary if we ran into any trouble.

(#r. Brown continued reading the report down to the
Words “Purther comments on steel suwply” en page 6.)

MR. BROWNt We have set forth the segments of the
industry treated in detall for those who are concerned. . I
want to msay, Mr, Chairman, that tha cmtﬁu working on
- thin, al!:haugh we were in an entirely atm- field when
‘we started and were blazing trails that we were not acous-
- tomed to, the committee has given us a lot of very carsful
and thoughtful work. | |

" At the same time we were gru.tly assisted by the

Interior Department, There the 01l and Gas Division has
given every possible help. Mr. Hann in the Commerce
Department , 'and nr. Clark also, Mr. Han has given us a lot
of patient and time-requimng gotivities. I think as a
rcsult of his work we probably got an allocatian of steel
that we might not otherwise have gotten. That prebhbly’
maulted from the rather atubborn insistence on the pe.rt of
Bob Friedman and mx Ball that they do glve us attmtim.
I bal:laﬂ that with that, unless there is aome quntim,
that 1s all T will read df the report.

CHAIRMAN HALLANAN: Are there any questiona, ,séntlo-
men, in emetiﬁ with Nr. Brown's report?

Mr. Friedman, I think perhaps you might wwnt to com-
ment an that. -
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MR, rnx'm- I would like to thank Mr, Brown and
his entire comnlttee rar the ruﬂnrhabln rnpart, which is
| nnrtainly a priud record of acoempliahmgnt for all of you in
this room &nd for the Petroleun industry.
| I didn't axpect at the lagt maatins and certainly
not neveral nnetinsn ago to get & report er thin kind in
APTAL of 1939. The oil industry has made strides that are
'evidentlhere and are almost unbelievable , I am suﬁe. even
to_aome ofkyou. |
- I an delighted that Mr. Brown Mels that there is no
praessing need for any further vgluntary &llooation aﬁreemtnt-
bacause we here in the-udvurnmant don 't liku:thnﬁ.‘iithur,
if they are not necespary. We do like them Af it meana that
w;thnut,thnﬁ the petroleum industvf'uan‘t get the steel that
it needs, | , o
| ' I understand not only from Mr. Brown and his able |
sommittee, but aigu from the Ofriae-or Industry céqpanatioﬁ.
that Ehﬂy feel thn-situaticn as raﬁ as 01l is concerned is
definitely improved, and while I ﬁhiﬂk large ainnttar pipe -
and plate will rnmain ncaroa, apparently the. petroleum
industry will get every bit that they can possibly hapc to '
sct‘under almost any approach to the problem.
| I would certainly li&c to secand Rusaell's thanks
to the Office of Industry Cooperation. I do Mnow that At was
dus to the erforts of Mr, Clark and Mr. Hahn that the wvolun~

L




tary azveements that went :‘Wﬂ' 1111 g0 through and that
the potroleum industiry did get steel that otherwise 1t

would noet have gotten. They did a remarkable job for the
petrolewa industry and I think for the e0uUntrTy. I think we
all owe then a groé.t' deal of thanks. )

CHAIRMAN FALLANAN: Thank you, Mr. Priedman,

Mr. Clark, the Direotor of orffice of Industry
Cooperation, we would be slld 1:6 have y@ comment in con-
neetion with this report. o

MR. EARL CLARK (BArecter, Offioce of Industry
Cooperation, Department of Commerce): Mr. Chairman, I shall
make my dcmments very, very brief, |

When we met here some time &go. I hed the pleasure
of talking to this group, I believe, with regard sv certad.n
of the needs of the industry for steel. I beum that we
qgtzmatea that the tubular goods production in 1948 was
~ something like this: The o1l ummtry &oods nitimite was X
~ about 1,600,000; we find the actusl pr«f“““ for that year
something like 1,674,000 for that part °“1‘“-' commodity.

In line pipe I think the pro’ uetion was lmthmg
like 1,725,000, and I belleve the astual produstion was
something like 2,300M. We oo kmuzﬁ'-.that while the a!fﬁl
seem to be falrly met in ine rield of 0il cmt; m, in
the field or 1im Pipe st probably would not ' met, and af
courne obvioull! 1t wag not.
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I had some statistics to read here, but I am not
gong to rqad;than‘ It’reminds ne of the story of a sfdtii-
tictan Who went out dusk hunting and the first shot he shot
over the duck, The aeeand'fime he shot under the duak; And
he was peffcctly natilfdiéd beoause all he had to @o was
strike an average, and he got a duok, Bo-hq_wdnt.homn #nd
ate roast beef. | |

| As T 1istened to Mr, Brown's report, whish I
should iike to say for the Office of Industry Cooperation I
think ls an excellent report, my figures that I had pinnnod
to read are 80 near like his, I think we begin to shoot
ducks. I think that we are fairly well in agreement with
Mr. Browm in the figures that you have submitted in this
very excellent rapérte |

I think just a few words, since @ may now akip those
figuresn, on the_voluntary allooations, might he'importlnt¢

rirqﬁ, I want to pay tribute to the Department of
the Interior. We have something like 19 formal agreements,
and if you take stockpiling, it adds up to 26. Out of those
19 agreement,s under Publie Law 395, the Department §r‘thn
Interior i thihk helped to sponsor about half, and I think
sven poasibly more. We have had the finest ccoperation, both |
from the petroleum industry and frem the Department of the
Interior in 2ll of these programs in whieh‘thiy hive had

a very deep interest, .




" J

If you are interested in what is happening to volun-
tary agramnts, Y think three figwres might be ¥very important
rormtotakohmuthm

In May of this year the total steel under allocation
will be about 581,233 tons. Tha.t represents the largest
amount of allccation ever, because in that figure is the ECA
program. But note that in June we cut 1t to 444,802, which
means & retwrn to free economy of _somthins like 150,000
tang for that munth. In June I &m reducing that figure
'I:a 242,912 tons, which means that all of the steel under |
voluntary allocations will have been reasuced to the percentn.gn
of some 60 to 61 per cent.

In short, we ere operating at just about 39 per
cant; for :{“ly of whﬁt we had once under voluntary agreements..
That means that all the ateel will be returned to the free
sconomy Lo go 1ntd other essential uses, and it ought to give
scme relief to scme of the problems which you have presented
here today and also give relief to a great many other seg-
ments of industry.

I am one of those who has always believed in having
Juat as little control as posaible, but having just as mueh
as 1s needed, and that possibly we ocught to have a lmk-ses
at this thing every month. Accordingly we do have a monthly
review of the whole problem, and we’ make these adjustments

on & monthly basis,
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I cannot tell you what will happen on the 30th day
of September when this law ends. I can only say to you that
a3 long a8 we are in sxistence and we can help out in any
industry that is in diafrasu, we feel ready to offer our
services. I am reducing the steel alloostions back. I am
- at the same tlime reducing staff. So for the Department of
Commerce 1 can help to reduce this last fellow that you aee
up here on thia chart. 7 |

| I thaank you verw‘muph, and 1 wang to say in conclusion,
Mr. Chairman, it has been & real pleasure to work with the 01l
and Petroleunm people here, Mr. Brown, . Friedman, and all
the people 1in the Department of thc/lntorior who have oon-
tributed so much to thia‘pfagram. | |

I thank you. (Applause)

CHAIRMAN RALLANANS Thank you, Mr. clark.

Russell, I want to express my personal thanks to |
Fou, riraf, for your willingness to uﬁdertake this assignmant.
As I looked about to appoint this committee, 1t was with
much misglving that I sought someone to take the job because
1t was a critioal problem whioch involved an enormous amount
of deta._il work. You came through with it in your usual
splendid and capable and sucoessful way, and I think we have a
repart here which reflects great credit upon the Committee
and great oradit upon the Council.

N Thank you, very much.




MR. RUSBSELL BROWN: Thaak you very much, Mr. Chair-
yoan . (Applauia) |

If I may at this time, because you mentioned a thing
that T &am not vﬂfy-capabla at, and that ig the duﬁail, tedious
work. Minor Jameson did that, aad I don't think Y should
olaim oredit. I should like you to know him. (Applause) .

\. . CHATRMAN HALLANAN: Mr. Brown moves the adoption

of the report and the discharge of the comuittee from any
further services. | -

(The motion was duly seconded)

MR. JACOBSEN: Discharged with thanks.

CHAIRHAﬁ'HALLANANt All in favor indicate by saying
'"ayu"j'contrary "no," ‘The report is adopted and the committes
18 dinchnrged with the thanks of the Council. |

-Some manths ago, gentlemen, we had a raqﬁeat from
the 0il and Gas Division for the appointment of a committee
to étndy the matter of gquebracho requirements for the pﬁtrolu
sum industry. That is of course & very teéhnical.maﬁtar,l
and setting up & committee to deal with it has been a very
unusual Job. However, we suscesded in asguring Mr. John R.
snian_tc ot as Chairman of that comaittee. While he is
unable to be here today to present the report in person, it
wlll he ﬁresentad by Mr. Page in bahalr of Mr. Suman. ‘There
will be distributed to the members of the Counsil & brief
of the repert. The report is a rathurioluminouﬁu and technical




dooument . |

MR. PAGE: Mr. Chairman, Mr. Suman wanted me to
express how sorry he was that he eouldn't be here in par-
tioular hecause he would have liked personally to express
his thanks to the members of the committee, who did & very
exoallent Job on thin—rnpoft.

I might mention that, Mr. Chairman, in praparing
this report they took up the quhstlan'af luhntitutcl for
qunbfaahﬂ with 17 different organisations, either companies
or 1aboritgriqa in the un;tnd States, and rivo.thnt deal with

~forelgn actlvities.:

Jim Bvewn will have a camplete 1ist of those, as well
&8 the dntailod report which gives considerable data on the
 visgosity charecteristios of various substitutes for quebracho
for those interssted in it. It 1= 2 rather technisal report,
and therefore it was not distributed widely, although all
nenbers of the_¢emn1tte¢ have it end 1t 1is available for any
one who wishes to have & copy, or will becans aviilnblu.
Hr. Suman's letter to Mr. Hallahan follews:
"Submitted herewith is the report of the Committee
oh Quebragho Requirements of the.Petreleum'Ihduutry.'
This report constitutes & oareful study of the requircmﬁntl
of the 1nﬂuutrylfor'th1u material and of the suhﬁtitut-l
and alternative materials that can be ussd in 1ts place.
The findings of the Committee can be summarized briefly
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and.in general form as followas
. "1, The position of the oll industry insofar as its
gpcritions would be infiuenced by the availability of
Quebracho is sound. The industry 1is 1n_no'way dependent
o this product for the maintenance of the efficlenscy of
'1ta‘apenatidnss Thersa are auffioient‘othar natural
products or chemicals which ére avallable for use or
which could be made nrailablai.with 2 mindmim of develop~-
¥ 'm:nt'to meet the needa of the o1l industry for this type
| of mud treating compound. Suitable examples of thﬁeo
are products from the buttonwood trees of Mexloo a,d '
Yﬁo&tan;‘liénin derivatives, and other p#oduut;rof wood
chemistry, ocomplex phosphates, as well as several misecle-
-laneous_bther nnteriala¢
"2, varicums elements of the pdroleum and chemical
i\ ‘industry have maintained in the past and are now main-
| taining cantinuaus\fasearch effortas in order to meet the
ohanging needs of the industry operations.

"On the basis of the atﬁdy'uhdurtnknn by this Com-
ﬁittce, it appears that there 18 no further need for ﬁhn
Commnlttee on Quebracho Reguireﬁents to remain act;va."'

Por those who are not famillar with the reason for thie, I -
believe that all of the Quebfaeho that is used in the industry
comes from the Argentine or Paraguay or Bolivia, I don't

remenber Which, and there was the fear that in case something
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shauld "happen t0 cut off such imports, the dx‘i:_l.;timg ixﬂustry
would Lo ih very hud ghape. VWe have heard & ibt today about
the question of i@orts: and how we eht;iuld not depend upon
then.. |

z {;hirﬁ-a; T wight road the awamary of the report.

(e, Puge read the swaary of the peport,)

. PAGE: The report itself, which is rather iong and
cetalled, degeribes cach single product that was considred
and, as I vey, L auy -um:: iz interepted In the detalle of
this oubject, & vopy o this repurt can be nede avallable.

T think I should mention that when @1 Yhe camaittee
wepbert reporied bacle, they all oreed with the report Ccom-
nletoly, with the exeepilon thet one of the coumilitee members
acntioneil Lhat fa the repori it Bti.t.teﬂ that the pecan shiell
extropgt should neli bu cmmidereﬁ_ L Bn eperegency substitute
for Quebkracho., Cne ol the conmittee mémbers developed some
additional inforaation that Inlleates 1t could suply, if
ngcessary, cuvnaidervable uvroporiions ng 2 subpiliute, il
necespuyry. |

T $hilnk that fs oll, M, Chalwnan,

CHAIRMAN HALLATAN: Thang :,"m'a,; ey Page.

MR, PRIEDMAN: I wouid ilke to thank ¥r. Page and his |
copmittee for the re;,:}c?rt. Ao moal -‘}f. yen know, it wae
requested Initially net by the 011 aad 'Ma Divisien, but by the

Munitions Doord, of which of ccuree Me. Corpenier 1s Chalrman,
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and in connectlion with the stockpiling aeti#itieqfqrxﬁhat
Board. When they got into the problem of Quebracho, which

is of oauﬁie extremely important to the taﬁﬁing:induétry, thoy
found that ahout & third of 1t was used by the petroleunm
1ndustry.. They acught advice from us and from you through

us a8 to whether or net there was need for stockpiling
Quebraehn for the petroleum industry.

1. gather from the report that the general feeling is
that that isn't necessary, that there are adgquats substitutes,
and Ilnow that will be good news for the Munitions Board,

They have enough problems.

I was & little slow on my feet ﬁnd I let Mr. Burns
' get away without thanking him for a very fine repert
and thanking his committee and for their help to the Bureau
of Standards and the Bureau of Mines, I think his report will
be very helpful in seeing to % that an adequate mineral census
is made. That will be valuable certainly to the Government
and I think also to the 1nduutry. -

Thank you, M. Burns.

CHATRMAN HALLANAN: It has been moved that the report
submitted by Mr. Suman's committee and prescnted by Mr. Page
be sdopted. Is there § seoand? |

(The motion was seconded, pﬁt to a vote and carried)

ﬁHAIRMAN HALLANAN: The committee 1g discharged.

Gentlemen, while we Have discusged a wide range of
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subjecto dealing with stockpiling and the development of
resecves and exergency problems that might arise in some
 national orisgis, there is another problem that is very vital
and upon which this Counocil was asiked to make some investiga-
tion some months age. That dealt with the very human problem
of consarvation of essentlal pahrolwm manpower, Ve have
sppointed a ccmulttee which has set about in a very extra-
ordinary way to seoure the mann}ry data for the development
of a progran that We may be akle to Mng forth the " facte
dealing with this subjJeot. |
-rowmtély. I was able to prevall upen Mr. Vandevesr

to acaept the chairmanship of that committee. It has had
several meetingse and Mr. Vandeveer is at work on & very
1mportant assignment. The report of the committee has not
been made final, but the committee is making progress in this
very important matter. |

I would like Nr. Vandeveer at least to present a
progress report today and let ui know just how you are coming
aleng. | )

| MR. VANDEVEER: Mr. Chairman, this report is a

progress report only. It will add no hormenes, I am sure, to
this exceptional growth that I mes before us hare om this
ehart, which I think was cnﬁm by some unususl hormene,
probably, not necessarily saused by Bob FPriedman and the 01l
end Gas Division of the Interior Dapartment.
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(M. Vandeveer read the report of the cunhittui on
Petroleum Industry Manpower, with the following interpola~
tionss) |

No. 1 Here I would like to mention that there
was considerable disoussion as to whether this auﬁvcy'
should be made by representatives of the petroleum industry
‘or should be made by some government agency, It was ﬁha unani -
mous opinion of the committee that we would get better results
by having men of tﬁe industry make this survey rather than
a government agenoy. |

No. 2t And at whose request the manpower survey
was made., |

No. 3t At that point 1t is the suggestion of the
comnittee that these forms be returned to the Sesretary of
the National Petroleum Council anhd & cemporite of all the
companies be available then to all segments of the Government
| that may have use for them rather than presenting & detailed
report on each company.

(Mr. Vandeveer continued readin to the en@ of the
report.) |

MR. VANDEVEER: Gentlemen, this 1s quite & Job and the
work has not started yet. I hope that by the middle of May or
& little later each one of you is going to receive & form,
which I hope you will 111 ocut, expedite it promptly and
get 1t bask. If ;n-hs days we oan get it back; I am sure that
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we can have a report for the next Council maatiﬁg. it
depends upon the way that you are golng to‘éxpedite the
£111ing out of these forms as to whether we can have it at
the next megting.

Mr. Chairman, X mova the adoption of the report.

CUATRMAN WALLANAN: T don't think the report needs
-adontion necgasarily. It 18 merely a progress report. I
think 1t would be parfactiy aropeYr Lo develop any questions
In connection with it or any suggeatlons.

M3. BRUGE K. BROWH: 7T have a question which I would
iike to apk. I don't msan te be facetlous, T agsure you.
We spolre during World War IT of manpower as including both
sexen, women and men. Nowe of the language in the report and
1n'tﬁe letter sbont the questionnaire suggests that 1t is
‘direoted only to men, particularly to clagaification of
irreplaceable and pertly veplaceable and traineble. I au a'
1ittle bit confused as to what the intentlion ig, but before
T ask I wovld 1like to expregs ny personal copinion that it would
be muech better if yov would get data on the total enployment
by the induetry of both men and women mo that ve don't leave
that gquestion hanging In the aier. Obviously & certain number
of men éan be meplaced By women, bﬁt unless we get o the
total number of employess, male aad femsle, we won't have
a geed hase on which to work. . |

MR. VANDEVFER: Mavhe you have ﬂOthhing, Hruce, but
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the committee has considered only the male émploﬁién'of the
Andustry, | | I

MR. BRUCE X, BROWN: It seems to.me that while we
are going to all this work we might as well find out how many
people we do ha#e 1ﬁ the o1l industry. We would like to
know, and nobody knows now. If we don't get the women in
there,‘too,-we won't have the figures.

DR, WILSON: This 1s not going to be edmpleté no
matter what you do. That is the thing that'rather bothers
ﬁu, Van. There are many thousands of companies in the oil
industry. Are you going to address e#ory one, every marketing
company, every fellow that operates e service atation? Where
are you going to draw the line? | o

MR. VANDEVEER: We are going to draw the line at all
of the large produoing companies, the transportetion lines, the
large refineries, and maybe down to 50 or 100 men. You ocan't
go down, Dr, Wilson, to this 1a§€ one. It wbﬁld be an endless
Job. | |

© DR. WILSON: You wouldn't get answers anyway.

‘MR. VANDEVERR: You wouldn't get answers anyway.

We are golng to stop at some level down hers.
DR, WILSON: Then you won't mnawer Brucae's question
as to what the total employment in the industry 1a.

| MB. BRUCE K. BROWN: I think you might do that
another way. . I should think that through the Asscciations of
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jobbers and retsilers you might get essimates that are useful.

~ After all the whole thing 1s going tols an estimate anyway.

MR. VANDEVEER: All of the different associations have
been talked to and we are getting the full cooperation of

svery assaciation. To answer your question, Dr. Wilson, these

assoclations tell us that they cen 'cleu reasonably close to

giving us the men In service utatim,-‘giving us the men
exployed a8 truck drivers and what have you. We can't ge down
and get it. The reports from the assoelations will not in-

¢lude any reports from major companies or large operators.

It will fust be the bottom strata. That is the only place

we san touch 1it.

MR. WAHREN: Mr. Chairman, I would like to ask you

about No. 8. Why do you leave out the foreign employess? -

MR. VANDEVEER: That was lsft out for the reason

- that we were told by some of the nejor company renronmthtivnn

in the committee that it would take mioh time to get that
all compiled. We are hoping that if the industry wants this,

we will make a mecond purvey to be contimued after this. We

will get this survey in, and then we can snlarge the 'lurw‘y
te include almost anythiﬁg else that comes along. We can
get the domestic survey, it im the feeling of the opmttu,
mach more quickly than we will be able to get the f@reign
tnoluded, | | | |
MR. WARREN: You thought you would inolude that at
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a later date. |

MR. VANDEVEER) If the National Resources Board would

like to have that at a later date, we will proceed on that,

MR, DUNNIGAN: Mr. Chairman, I possibly misunder-
#tood you when you said this would inolude oampAnies Just
down to employees of 100 men.

MR. VANDEVEER! We are having a final meeting now and
we are golng to go down and teke in every refinery in the
sountry, every refinery that 1s operating. They may have
only %50. fﬁhg rafinerie; gru not geing to be a tremendous
Job, yoﬁgkhdw. |

| MR, DUNNIGAN: That is fine, I i;hmht that was

possibly what you meant. The reason I mentioned that is that
someone suggested that if you went down below that number you
wouldn't get replies. Of course, the oil industry is composed
of many thousands of companies with leus than'loo‘cmployiei,
the only dirécrenne being that instead of getting the rcpiy
from the 19th vice president, it may be from the president of
the company, who is also thn‘ﬁrfine boy, but you will still
get your reply. | |

MR. VANDEVEER: I‘lm lﬁhe that in your case we are
going to get & very good reply, and you will be getting one
of them. We will contact all refineries. Some of the pipe

lines possibly, some of the anlll.indapendents that have &
Pipe line in Texas, we are going to have to do a little




entimaunsf'. We will get that rm-nmbady'elii beosuses
God knows you wiu never get a report from u].:l. of the amall
operators in the field. '
| MR. BAY: Under the heading of transportaticn do
you mtend- to inolude tmkérs_ as large trgplportatimt
St MR. VANDEVEER: No, sir. We w.{;z inolude Anland

tankers and barges. You msan jJust in the bounds of the cm’mﬁry?

We will not include anything on the high seas. The rest will

be ineluded.

DR. WILSON: How about intercoastal?
MR, VANDEVEER: We will include interccastal.

MR. LOVEIOY: I apologize for talking as I am talk-
ing to you about this program beocduse I have not had a ehﬁﬂci to
talk to you about it before your mesting. X was not able to
‘attend your meeting, but I would like to make & few comments
about this- program. | |

| | This uﬂ.ainat&d with the National Security Resources

Board in order for them %o have an Mu of what ocur mpmr
problem was in case of an emergency. In my rirnt discussion
about fhiq with Mr. Vandeveer, he thous,ht'wer might mlké,n' vm '
short :_mport which would ‘mim, pirmpn the mbmbers of the

. industry that are in the reserve and the national guard., That
of course includes 2 great many men in the industry and men
who are induspensible to the industry. Acoording to this
report, we have to make quite a census of our manpower. I
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wonder what useful purpose it might merve sither to the
industry or the National Rnsgurces Board. tn cAne of smergency,
from the previous experienhn'wt have had in the last war, we

do know this kind of thing ceuld be done effestively and

very quickly when needed. If we do it now and no emergency

arises for four or five years, unless it were done ourrently

1t wouldn't serve any useful purpose.

. Perhaps it hasn't been menticned here that it might
serve some useful purpose to thn 1nnuntrw, and if so it would
be fine to go ahﬁﬂﬁiﬂth its I can tell you, Van, ynu are
getting into an Ewrﬁl.bis Job, and whether 1t will merve
any useful pufpole or not I don't know, I would like to
bring that up for dis¢ussion, ‘

| MR. VANDEVEER: I hope, John, that we will never

‘be able to use it, that we will never have to use it. The

reason that this waz expanded was that Mr. Sam Hili, of the
National Security Resources Board. 3at in each comuittee
mnetina with us and ap was painted out by Mr, Nax nlll's 1-tt¢r,
which 18 attached hereto, it was at the requtlt of that |
Board that this was bsing made. He are callewing thn sucsonticnl
that Sam Wil has made right through the committes. For that
reasen 1t has been expanded, and for that reason only. Nobody
knows better than I do that it 1s a jJob.

MR, BRUCE K. BROWN: There is one thing I would like

to ccmment on. 'This provides as good a mench mark as the
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census. If you onoe find out in one year how many pecple
Wwe have, wo oan extrapolate forwards and baskwards pretty
well, " .
| This question was first raised with the military
pestroleum advisory board in this rom, that the KSRD asked
the armed services Petroleum Board what the manpowsr require.
ments of industry would be in the event of war as part of
their mobiligation plan. It is part of tfheir ev%aluat:ldnﬂo'f the
1i-‘ﬁ_m{rfxm.r_u:u:mnr- available in thls country, how large an armed foroe

you ocould raise and how many ﬁaaple would be needed in industry
and so forth. We were disscussing it and we didn't think 1t
was a eonﬂden‘.:ial question. So we theught 1t was nmth:uns
for the cauncil rather than for us. OQur uu.ggnts.on was that
if you find for any one year whether it was'48, ‘49 or's0,
how mny peopla we had in the patroléum induatry in 1ite
sweral branches, and that would 1n01ude women, we could
extrapolate rrm that.

MR, LOVEJOY: You had it in pretty good shape when
you nandod it. | |

MR, BROWN: We couldn't £ind it. We -eaﬁldn't .find |
1t around Washington.

MR. LOVEJOY: It took a little while, but we got
1t. o

NR. VANDEVEER: One of the reasons for this as
po:lntod aut by the HSRB was that ir this claauir:.aatiou is
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of saina'thrOﬁsh the draft boards as we did during the last
dwér,.thosoeertainclnssiriontians of men who cannot be
replaced readily or 1t takes a long period of years, that
those will sutomatically be set aside, and the industry will
not have that quick draft into essential manpower thatwe
hed during the last war. I think Max Ball was the fellow--
_ Max, I belleve you received the rirst request from the NSRE.
| MR. BALL: I think I could explain a little bit on
that. The National Security Rescurces Board is created
to do somthirig that wasn't done before the last wer, naﬁiel‘y.' |
to have some planning done in advanne, and to have the racts
, roady'when the time comes 1nstead of waitins until the emargency
-1s here and we are in the midst of the emergency and then
tryiné to get the facts and evolve policies, That is the
whole purpose of the National Security Resources Board. It
is to be ready or Just‘as'naariy ready as it 18 possible to
be. |
~ One q@ tﬁa thinaa you can ses is that they are
oharged with having knowledge of manpower needs in all
"1nduatry‘ ‘It 15 not peculiar to the petroleum 1nduatry. It
is for all industry. In vE»a!ung their way out in how to dis-
 charge that responsibility and to be veady with some kind of

_ plan for handling the menpower situation if an emargency arose,
they came first to the militery petroleum advizory board and
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then td thc Couneil thﬂmsh ‘bhc 011 lm'l Gat Divilim 1n.1‘b:l.l113‘

,with tho muut, ean m hilp us plan & mmsr program?

~ Then whon various agenclies concerned ut down &nd talked

it over together and we got Bruce in, and we got Walter Halla-
nan in and sat dewn and talked about it, obviously the first
step toward knowing what the need vy be in wartime is to lknow |
how much employment we have in the industry and in what cate-
gories in pescetime. | . ,

A8 Bruce says, we figured if we got it for cne year,
then we could reference forward. I don't know that figures
are avallable that you had, John, but the figures you had
during the war are not indlcative of conditions at the present
time because those were abnormal conditions. If we gét a
census of employment in the industry now by each category,
we at least have something to reference forward from. WwWith
that, then the oil and Gas Division and the National Security

. Rgsources Board and probably with this Counoil, can then ait

down and say, '_"‘rh_.ts 13 the ema,hmnt We have in these cate-
gories in the industry today on a peacetime bamis.

We have to look forward to an emerjjency in the
light of these facts. What is the best plan to make to dis-
rupt the industry the least and yet get the results we have .
to have in ,in:'tim? The first thing is to get wur faasts
m that is all this study is.

When those fadts are in, then 1t will be & lot more
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obvicus whether 2 next step 13 necessary iﬁiﬁaﬂiging’tﬁin
plan or whether we have enough as we are. I think this is’
@ highiy-;mportant‘piqee'of ﬁawk.r The success of it is going
to gepan¢ in 1irge part on thé cammitte,‘thu uny‘ihny pre-
pare the duéatiannaire, the way they get thin‘ltﬁff out, and
~ the ernalysis of 1taf‘thny dﬁ when they get the ﬁiterial back.
It 1s going to depend a great deall more on whether or not
when you get thesa questionnaires you r111 them out and got
th@m back promptly.

So, on behalf of the cummittee I would like to
bespeak your covperation on that point. I am not on the ch-.
m&ttea, but Just because I think 1t 18 an essential Job that
needs doing. ﬁhen the committee does send these things out

to you, get the personnel people on it and get these ques-

‘or back to Jim Brown, rather, just as quickly as you possibly
oan. I think that the result is going to be something riot
only of value to thn National Security Ralunrcna Bourd, but
: alac a very valuable thing for the 1nduatry to have, I think
it is a very healthy thing for the industry toiknnw how many
people 1t 18 employing and in what categories.

MR. VﬁNDEVEERt Hr. Phairman. I might mﬁntion here
.that the MNSHEB is unins the petroleunm industry as a hﬂinea
Pig to get the £irst repart. I am informed that simdlar
reportéfwill be gotten from all other industries. This 1s the
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first one '&hat 18 being tried.

MR. BAY: You spoke s moment ego, Wr. Vandeveer, that
one of tho purposes of this survey or/mort would be for the
purpose of meking deferments. If thit is the case, then by
all means American flag tankers should be taken into your
‘survey. There 18 no group of men in any industry that are
more 'npouimud or highly trumd than American seamen. Of
~ all men who must be deferred hefore & ship m sall will be
seamen. I think it is just as essential r.u 1nslude companies
‘'with coastwise tankers under the American flag as it would
be inland vessel cperators because they are an integral part
of the pstroleun industry, and no branch of the petroleun
industry in this country is more upa&:lilutd than | that of
‘operating American flag tankers. |

MR. VANDEVEER: I condede your point and think it
48 well taken. But there 18 one thing you can be sure of.
-»I—.-opmﬁgd'-tinhn for a good many years, and the NMU will
take care of that as they did during the last year. But if we
:ﬁmﬂ..ﬂ -axXpind 'f..%:;.-= we _em_exp_md'itf; . No seamaAn on the great
lLakes went into the service wm the NMU decided that he
should be Meupt. .

MR. BAY! It is a problem for industry, not fer
‘them to decide. o |

MR, VARDEVERR: I .m just saying you iﬁn't lose them.

" MR, B. I, GRAVES: Nr, Chairmen, I would like to
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endorse the comments on the report of this committae and
the need to get the replies baok in. I am no£7a mamber of

the committee, but we have & man on the committee, and I

" have kept in touch with the work. I think they have under-

talcen the-JoB 1n-a_very‘buainaaslike manner, and I am sure
the information will be_vﬁluable to the industry &5 & whole.
‘T will urge that the representatives of the companies when
¥ they gat thelr questionnaires pléase aee that they 2re filled
out and retwmed so that the committee can complete their
assignment.,

MR, FRIEDMAN: 1 would like also to endorse what
Max p21d, and also what you said, Bert. We have a Job to
do naw'for the Natlonal Security Reaources Board; I would
iike to he abie to deliver Qﬁ it. It 1s a big jJob. It can't
be done without the full cooperation of all af'ynu. I imow
you will get it, VYan.
2o MR. VANDEVEER: Thank you.

DR. WILSON: May I raise this question, Mr. Chair- .
man? If youleave it to people to classify truck drivers
- op servige statlion operators, ¢r what have you,in these
classifications, some pecple afe going fa reach the conclusion
that you can train a truck driver in six months and another
is going to say it takes 18 months an& another 1is golng to
gay it tékes-three years, Wouldn't 1t be well in categories

© of that kind to give some sort of guide as to where those
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should be classified? It seems Lo me your statistics are
abﬁng to be worth very little if youlet everybody make up
his own mind about how long & men needs to be trained to be
in a certain Job.
MR. VANDEVEER: I think in answer to that, D,
‘Wilson, if your company came in with & three year trﬁining
on a truek driver.;nd four other uompghias of your Bervice
‘game in and sald 1t taken'anly éix menths, I am pratty sure
that there would be a_shift.ﬁhara, | |
7 DR. WILSCN: These Questionneires are supposed to
be filled out by categories, are they? That is, the number
of men 1nreadhljﬂb is|to'ba lisﬁed?
. ¥R. VANDEVEER: As I have outlined here, you have
ltranaportution, refining, produetioh, and 1t will be broken
: duwn into segments of the industry. |
DRs WILSON: W1ll truck drivers go listed separately,

for example, aand welders? How will you know how we have
ela;airied &gr truck'driv-rs? | |
| | -'AMH. VANDEVEER: There is é form in there, and you
oan say truok drivers toeo many. I am sorry I do not have
.the rorm.compietid yet. That will be sent to you promptly
because we are going tc have another meeting ef the committee
and the"rorn is belng worked on. Esch ssgment of the industry
is soiné fo be clasdfied. |

-  In refining you have still men, you have fire men,

s




you h;vu Tan-down men, and a°great mhnv others, tcahhiﬁiann
‘gnd-all of thenm. whnw'will-oanh in a different eategory,
naturally. _
| DR. WILSON: T think you will get & much more
.‘unirorm and useful set of statistlecs 1f you glve some guide .
"ai to how long training ywm thought was nsans;nry for these
ctrtqin Jobs rathar than havy eaah person give yeu their
fldma.' Each paraon might be on the basis of trwins tc 1nd1eato
the trajining was as long &3 ﬁBﬂibla.

MR. VANDEVEERR1 my feeling as ohBiPmAR or this
~ committee is that I *a not oapsble and each member of the com-

" mittee might aay ‘that 1t took so long ror his company to train

. them, and there night be some ulisht vnrianaa, but I think

4t will be slight. It won't take one dompany much longer to
train 2 man for a’dafinita Job than another cempan&.' whan
" these reports get into the National Resources Board, I suspect
";‘prabably that they are going to aerutinize thcm . If one ;" |
“rellournaid,:it'tnkaa four years to train a truck drive; and
the other fellow said six menths, they are going to establish
o namathing bank here more near the six months than thn# would
'tha:tuur-yuaru. .

- SECRETARY nnoim: Mr. Chairman, I believe in answer
© te Dr. w11uan, tna quastionnzire w111 have with it a set of.
. instructions and definitions tht will be halpful in making

“these alalniriaatiqns.
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MR, vﬁﬂDEVEERS That is right.
’ MR, B. C. GRAVES: ﬁ'ochnicallr; Van, what is this

thing for? 1s it to £ind out how many men can be released
_ from the petroleunm industry for military service or how many
man have to be retained if the petroleum industry is to
funotion?

MR. VANDEVEER: I don’t think it is either one,
Cliff. If you have 2 certain number of reservists, let's
‘say in the 1ndustry_th:t_;re oallable, and they #re all
callable, if these reservists since the last war became
absolutely essential and Arreplaceable, that fellow 1s
going to be put over here and he Ao,lonscr will be cllled;
So it is going to claseify your msn so that you will know
© those that can be called before they are ever oalled,

MR. HILL: Mr. Chairman, I move thnt:th§ nomhittee
proceed, | | _

CHAIRMAN RALLANAN: Gentlemen, at a recent meeting
the Councll adopted a resolution expressing 1ts approval of
the payroll aayinga plan faor the sale of Treasury Bonds and_
dirested the Chairman to direst sueh communications as
necessary in formulating that plan and bringing it to the
att?wtion‘or various a;ﬁpahiii.in the petroleum indusky. I
think we have bgpn‘mnkins fairly goed progress. We have |
& representative of the Treasury Department here this after~
‘noon who will take jJust a few minutes to bring us up to date.
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I ;fluire to presant Wr. 0'Melley, of the Treasury
- Department., N
MR. RAPHAEL O'MALLEY (Savings Bonde Division,

Treaspury \napart-mh waahingtm, D. C.)¢ Thank you, Mr.
Hallanan. I appreciate very much this opportunity of coming
before you gentlemen today and expressing to yoﬁ the thanks
of the Searetary of the Treasury for the very fine help and
support ;re;u are giving the Treasury Department in the manage-
~ment of our tremendous naticnal debt, particularly in helping
dlstributethe ownexrship of this debt by the -aale of Un.—‘..ted'
States saving bends through the payroll savinge plan from
the employces who -work An this country. 1In fostering a.nd
- promoting the payroll savings plan you are also helping to
inoulcate in the minds of your employses the habit of thrift.
Yq\i are helping them provide for thelr own future security.
' You are providing for them the only means whe reby you o&n

| Atates | |
buy "nited/Savings Bonds on the installment plan, to bhecome
atockhéldem in their country, and we hope better eitizann
a8 well.

rollrawins out the very good reasolution that was

passed here in January at your meeting, we have had a series
of meétings throughout the country and I would like £o glve
“you a very brief repaﬁt on what we have done and what you
have done, | |
| | In the absence of our friend, Mr. Burns, wﬁo Was on

the West Cosst at the time, we had a meeting in New York on




March 18, spensored by Gsneral Doolittle, At thnt'ﬁ'u_-tms' we
had some 15 top exesutives of your industry, and I think we
‘hed a very successful mesting. We presented our problens,
we presented our solutions and asked for help. I left that
m'ting- feeling it was very 'inuccrenful and iinéo then I have
gotten ropmz'ta: fM‘our How York oﬂ‘ie_a te the ymﬂ; that
the meeting was successful, Steps are being taken by several
companies there to further promote the payroll sivings plan
in that area.
We then approached Dr. Wilson in Chlcago and the
_ dootor has assumed the role of smissary for us there to help |
promote our program with the companies in Chioago.

' On March 31.we had a meeting in Tulsa, Cklahcma.
Through the fine help of MF. Skelly, Nr. Payns, and Mr. Brad-
shaw and thehelp of cur State office there, we had some 62
top sxeoutives at & meeting there. I understand it was'a
very successful meeting and the only drawback from what I
can understand is the fact that ocur good f‘r:lmd, Mr, Hallanan,
vas not able to be there that night and be the speaker of the
eaauien--. Mr. E’fallahu\,we hoepe nﬂt'tim you oan £4% in in
puch an afras.r. | |

Going to Houston on April 6 we had & meeting there of

only 40 top exeoutives in hat part of Texas, under the guldanase
of our friend, Mr. n-.kor/or Humble Oi1 and Mr. Swiggot of the
Shell Pipeline down there. We had a very good meeting. We
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had the story prbncnted_hy & banker ind industrialist down
there. Kow I understand several companies are taking sctive
steps to further promnte'ﬁhn'bawmoll savings plan. _

The next day, on April 7, in Dallas, Mr. John Lattimer
was good encugh to get together scme 37 top executives from
Wichita ¥alls and Fort Worth, Dallas, in Rastern Texas.
- We had our prqsram.spalled out there by a vice president of
the Fedcr&l Reserve Bank and I f'eel dnfinituly sure that
mnnsase,took hold there from the reports that I get. _

Then on the West Coast M. Reace Taylor gave us
his aullence, about an heur in his office, and has promised
| to give us ell the support hs-ponuibiy can. He has qniiited
the aid of the Western 011 and Gas Aamntim and I under-
stand that their board of directors meeting there today ave
taling up our program and hope to dévelop ﬁumi definite plans
for assitance and help there,

Last but not least, through the help of Mr, Dowler
Folie, the Viae Chﬁirmnn of your Petroleuh Council, the
feompany is setting & good exaﬁple for the entire area sround
San ¥rencises: 1In contaot with our people there thuy tell me
the good e:ample set by Mr, Folis' eeupany 1s stepping the
thing up out there and has been very hglpfuli

Gentlemen, it ell lummarizea 1ts§1t slmply to
this: We are ;itﬁins aamu'wonﬂartul hglp from some very
wonderful prople. The date vet for the petroleum promotion




has been April 18 to May 14, 70 those of you who have not
been able to get started, I would like to ask you to get started |
| now. It is not too :I.a.té-. We have been asking the. mantinu
to do twe thingsi Ho. 1, appoint acmebody in the campmy '
dimtl.v rupmn:l.ble to m to see that this promotion is
put on, Secondly, pnt. on & prometion wherebhy each employee
18 given a ready opportunity of uisnin;i'up‘ for payroll
savings, Get an application card with the explayee 's name
_on 1t in his hand and let him say yes or no, whether he can
or not. We don't want any pressure or coercion, You don't
want that, labor dosan't want 1t, Treasury doesn 't. want it.
| Qentlemen,; the benefits to you from. tln w:.dn-uprnd
ounership or the national debdt, the banafits to you, to your
industry and tn &ll of Amsrican i.nduntry will be in direct
proportion to the effory that you:men put into this job.
We want your hglp and we need it, and thanks every so much
for all you have done for us Bo Lo,
Thamk you, MWr. Hallansn. (Applause)
cmnm HALLANAN: Thank you, Mr. O'Malley.
Gentlemen, during the ia_tt.r part of 1948 the
Cetunoll wu put on notlos that M. Max Ball contemplated
resigning as Director of the 01l and (as Division. wé )
poﬂul.ded hin tor quite a whﬂ- to remain bcm the time
that he had definitely expested to terminate his mervices.
But when we were put on notice that Mr. Ball was to leave,
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Sesretary Krug in conversation with me said that he would
be very glad to have a reccumendation from this Council as
to the appointment of a Director to aucceed Mr. Ball. We
both agreed that in the interest of the continuance of the
fine teamvork that we had had during the administration of
M. Ball 1t was highly deaireble that his sugcessor be one
of ability, ona of experience and one in whome we had e§m~
plete faith and camplete respect.

Arising out of that notice, a committes was desig-~
nated to look into tha matfer of finding & successor ﬁhomtwe
| m;s:ht-mcmmnd .t° the Searetary of the Interlior. I was
Chairman of the committeé. I may say that the conmittee has
‘acted with diligence; has pursued its responsidility vigerously,
and we have done all we could possibly do in trying to
develop someone to f1ll this impertent position.

In our first spproach to the problem it was our
idea that we should try to develop someone from industry,
and we considered a great many people, but without success.
ﬂhbue whom the'ccmmittee was willing to recoamend found
. themselves unable to consider the matter because of their
aotive cennections with businasu or because of other con-

" siderations., Sowe came down to the end of the ibid and we
have not been able to develop scmeone from industyry to ?tcﬂmﬁ‘
mend for.this poeition. Mr. Max Ball stepped qut of the

Pirectorship last Dedember. Pive months have passed on,
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In the meantime tThe aasQolate director, Mr. Robert Priedwan,
has kbuen sarrying on the activities of the 01l and (as
Divini&a. More recently, Seoretary Krug has auggutﬁ that
he wag very anx:l.oun to fill this important ;:u:m:i.'i‘.j.o:'of1 i‘l?l
department, that he fwlt that time was running and the situation
with an &oting director was not as patisfactory as 1t would
be if & direotor were in charge,

In pursuance of that suggestion our comnitiee held
a meeting yesterdjy/a]/:? want to report to you this af'terncon
that the comalttee wianimously desided end vobed that in
VAew of the cutabanding services of the Acting Director of the
01l and Gas Division, Hr. Robert E. Friedman, and the splendid
way in which he has handled the powition since Mr. Ball left
the office, it is the recommendation of your committee that
the name of My. Robert E. Priedman be recommended to the
Seoretary of the Interior for appointment as Direvtor of
the 011 and das Division. (Applauae)

1 want to call on some of the members of that oom-~
mittee, Hf-. Herghall, Mo. Jacobsan, Hr. draves, or anyme
¢lse tu suppleuent what I have aaid with anything they c¢are
to add.

MR. JACOBSEN: I started this applause. I need
not say anything more than that. |

i i‘&el the same &® our Chairman has expressed.

1 den't think we could be in better hands than those of
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Kobert Friedman, At the oommittee meeting yesterday there
was no other opinion. It was unanimous and very dncere and
henestly msant.

MR. PRIKDNAN: HayII break in? It is like aitting
| listening to your obituary. It is a little embarrassing, and
I can't tell you, howover, how much I appreciate it, I
respsot the group from which 1t comes as highly as any that
I loiow and I regard you as my friends, 8o 1t means doubly
mich to me,

MR. JONEB; Déeulit mearn An incresse in pay, Bob?

MR. FRIEDMAN: -A decrsase. That is a psculiar |
quirk. I will tell you abﬁut\tﬁgt'lnter, but I will get
less. |
| | I tried to explain to the committee yesterday
my reason for not having been 2 sandidate for the Jobd when
Max left. I tried to make it clear when he did leave. I
still firmly belleve that the committee's 1n1tialldneinion was
eorrect, that we need an oil man and we need a man with the
eipcrieﬁce and prastige that a man with oll experience would
bring to the Division. It is & quality that I can't give,
andl 1t 1s 2 quality that 1a invaluable not only in the
axcputiﬁn branch, but it is particularly valuable on the
Hi1l, That is important to you and 1t s important to the
Department. | | )

Further than that, I have been in Gévernment a long
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time and I have gotten to the age I think where I.have to
make & decision either to atay or t&\iunvu, and I had.made
that deecision to leave. I would like to stay after hearing
what I have heard yesterday and today, 48 I sald to the .
ocommittee, I would like a ¢ouple of weeks in which to make
4 final decislon. There 18 one thing that I want very much
to do 1n private 1nnusttv that I may have an opportunity to
do. T will know within 4 very short time, If I have that
obpartunity, 1 feel that I should leavs. Iﬁ 18 one that
probably as far ai I.am eoncerned I shall not have again.

I think the Job here is important. ; don't think
that every one rocognizes that,ialthough the o1l shortage
1aiovgr, the baglc factors that huve caused the oreation of
an 0il and Gas Division have changed very little. The probe
lems conserning the industry are different problems, but they
are Just as important to the Government and they are certainly
Just xs 1mpamtaht to the industry. ue have had au# problenms
here, ibu cortainly have been helpful to us, all of you. We
2t111 have prob1¢ms We have staffing problcms, and, Pete, I
am verw glad to report th&t we finallg'beat you out of/nn
bright yuuns men o

MRtrSDNEB: That is very.generuua of you,

MR, FRIEDMANt Thnt‘repreéents our first success.
I uoulﬁ*iike to lautroduce to you two mewbers of the asuccens
at this time. One 1s Bob FPimney, that we took from Cities
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Service. He was assistant superintendent of the Pettis
0i1 and Refinery. During the war he was one of the key men
in the whole aviation gasoline program. He 18 & graduate
of Diokinson College of Carlyle, Pennsylvania, and atiended
- the Wharton School at the University of Pennsylvanis, and
wa feel fortuniate to have had him added to our stafs.
| Bob, would you rise, please? (Applause) -
é nave haken on several other men not quite as ]
hish wp 1in fhe arganization. We have several strings outb
for others that I think may bring f:o us men, if not quit.e a8 _
good &8 Bob Finney, almoat as good. We have also taken
an & new consultant to help us with our organizatimnplanning
and the relationships With the services and with the National
Seourity Resources Hoard. I think most of you know him. He
was speclal assistant to the Deputy Peirgleunm Mmin‘.i.ﬂ&&tﬁ:*
for the entire duration of the war and did yeoman service
there and probadly knows more about the intﬂ-sevmmntal .
organization &s far as oll 1s concerned of the mt war thln
any cne that I lmm. Is Batzell in the room? If he 15, I
‘wish he would stand up. He 18 owr new consultant. (Applause)
| That L& the good pa.rb of the news from the 01l and
Gas Division. |
I have brought & bit o:r bad news, at least as
far és I an oancemad.‘ As you Bee, we are finally gotting
some people. People are becoming available to the 011 and
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Gas Divi#ioh, and they are people now that we are willing to
hire. We always were able to get atafr; but neither max'

hor I felt that we should spend public money for irieompetent
help, regarﬂiesa of how tough 1t was far the rest of us. We
had money laft over last yeer. We wilill have a little money
left over this year. That 1s because we couldn't hire the
people that we felt ware entitled to salaries out of our
suall appropriation. It looks like this year Qe can conmplete
our very small staft if we have the money.

Unfortunately, although the Bureau of the Dudget
permitted us to ask fur an inoresse in the approp iation of
$75,00C, the House has meen fit to give uslqnly the same amount
that we had lust year, which 1s $325,000, $325,000 18 not
& small sum of money, but out of that $325,000, $175,000 is
earmarked for the Connally Aet, which has ne ralhtiun to the
gart of things that you have talked about today.

That leaves us $150,000 for sverything from paper ¢lipe
to directora' salary, and yau-can'érava ndequaté atalf on oll
and gas, a ptaff that will be effective either with other
ésencies or with cungraaa. We neod a few more people, and we
beliave that the additiocnal $75,000 that we requested would
enable up tc add six or seven technicél men and some clerical
and atenographic help for them. It is not only Juﬁtiflable

but it 1s also in the general interaest. We are geiding new
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- responsidilities every day. The National Security Resourses
ma has informed us that they are going to leck to us for
all petroleum planning initially, The responeibility will be
ours. 'rhern will be other agencies with great interest and
with responsibilities that we can't tske on, tut we mre the
boys who have the respansidility and will get the blame 1f
planning is no good. The blame isn't important, but it is

a vix;y Muroul thing to do badly.

1 hope, therefors, that the Senate will see f£it to
restore the $75,000 thn.tl-. We asked for and difin't get in the |
House. I don't know. I will say, and I hope youwill take it
in good spirit, I sew little evidence of any intereet in our

nppt'-oﬁriation‘ en the part of the industry. Last year the
| industry was not only intmltod but extremely helpful. The
oircumstances were different. Thers ﬁu some danger that
there would be no oil and gaa diviiim at all., I don't
think that danger ealsted this year snd certainly no one
thaught BO. B\it the mult of that complacenoy 1-am afraid
is that éhura was a general feeling or the Hill that it didn't
matter mush. We don't spend money in m'a eu.utr.tat;
We don't have congresomen who are interested in our appx?opria_-
' tion. We \d,m't. mléy pevple on & political basis, We employ
very few people. Bo it must be some type of interest on the
part of thon_'whb reccgnine the lLmportance of our work, if
1t 1s inmportant, that will persuade the Congress. I hope
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that if you still Peel as you did last year, you will lénn
a hand. Tt ia lwportant, I think, to whoever éomas in and
1t certainly ie important to me if I should atay.

| - In closing, I would like to tell you & 1itt19 story
that T heard the other day. It seems that the Wational
Selence Foundation gives a fellowahip to the high school
shap who writes the beat original pap&r om a sclentific
subject. They have a2 banquet here in Washington and they
have top flight ettendance. Most of the brass of the industry
sclentific branches come and the chairman of the Ressarsh
and‘nevslqpmﬁnt Board and other top flight government pecple
are there., 'The committea of Jﬁﬂgea is also equnilyllortyﬁ
S0 they had the benquet and they awarded the top henor to a
15-year-old lad from high school. Then they asked him if he would

. say & few werds, I think he pro&ad that he was the right per-

son. He slad, "Thank you vur# muich., I h&ve‘nothing to may,
but I eértainly hope the judges knew what they were deing."

I feel the same way. (Applause)

CHAXRMAN HALLANAN: Mr. Ball?

| MR. BALL: I don't want to spoil the effect of that

very fine speech of Bob's, and I hepe I don't. In this last
thing Bob was talking about, he put h;s'ringer on one of the
things that mekes it very hard to get the director, to get
anybody to talke that Job. This man is asked to do a

‘tremendously important plese of work without the money to do
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4t with, I think we got alohg pretty well, but we were
eircumsoribed all the time because we couldn't hire the men
we neéded, and all of us were working .Juut a lot more than .
we should have worked because it gave none of us at any time
time to sit back and take a look &nd do a litﬁie thinking.
Since I 1eft, Bob haa been handling a11 of the work- While
I was there Bob did at least as much work as I did, hﬂnﬁlad am
much responsibility as 1 did.
MR. FRTEDMAN: Thank you, Max, but that is untrue.
MR, BALL: Since I left, Bob has been doing all
that I did, and virtually all that he did before. If he tales
the Directorship, he ie looking square in the eye, 301;18 ~
ahead and trying to do thiz job, which he says is dangerous
to do poorly, trying to do it for $150,000. 8 year, mw'?
%+~ Because those of us on the .othur side of this table have Just
 taken for granted that Congrems would do the right thing, and
we have not done a thing about it. It isn't too late to gure
. that condition, I hope. We are not in the most triendly
hands in the Senate, but that is where our only hope lles.

I hope that we will take enough interest in the thing to
bestir curgelves and see that the 011 and Oas Division getss
the sxtre $75,000 for which 1t asked.

DR, WILSON: What committee of the Senate will haradle=
that?
CHRIRMAN HALLAWAN: Appropriations.
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1t with, I hink we got aleng Dretty well, but we were
nircuﬂil.ribet all the: time because we couldn't hire the men
we neéd.d, and all of us were working just a lot more than .
we should hawye worked because it gavé none of ua at any time
time 1:6 sit Wck and take a look and do & 1ittle thinking.
Since I 1eft-, Bob has been handling 311 of the work. While
I was there bb di4 2t least as much work as I did, handled as
" much responsibility as I did.

M. FRIMI Thank you, Max, but that is untrue.

MR, BALL: Since I left, Bob has been doing all
that I d3d, and vutually all that he did before. 1f ha takes
the Directﬂﬂhip, he 18 locking square in the eye, going
ahead and try!.ns to do this Jjob, wh:.eh he says 1g dangerous
to do poeorly, trying te do it for $150,600 aryear. why?
- Bécause those of us on the other side of this table have Just
taken for grasted that Congress would do the right thins; and
we hive not dgne a thing about it. It ien't tod late to cure
. that eondition, I hope. We are not in the most friendly
| hands in the Senate, but that ip where our only hope lies.
I hope that we will ta::e enough 1nt¢reat in the thins to
bestir ourselves and gee t;hat the 011 and Gas Diviaion set.u
;the axtra $75,000 for whish 1t asked.

DR. WILSON: Vhat comultted of the Senate will handle
that?

CERIRMAK HAIWAF: Appropriations.



MR. BALL: The Intarior Suhcommittea of the Appro-
priations Committee. |
MR, FRiEDHANs May I point ocut one thing at this
point, Max.  That is that the $325,000 or $150,000, which~
u'yeveifna§ryuu look at 1t, thet we now have, represents the
| amallest budget that the division has had since it was first
established. We did have $300,000 temporarily the year
befare, but we got a deficiency aﬁpropriation.ﬁ Hhen.we
1n1t1&11v wore eatablished when salarles 1nc1dent1y in the
Gnvurnment were nrch lower than they are now, we had an
- appropriation of almcst h2lf & million dollars. The following
year we were cut drastically to 2bout X0 per cent of that
initially, with the result that we had to diamias roughly
60 per cenf of' uur-atafr We never recoversd from that. We
haye nevar gotton any mere money.
| In other worda, we have been on tha ‘bottonm of the
budget ever since, He have been able to convince the Bureau
of the Budget that we hﬂed nore money. Incidentally, that
is not easy. They are pretty eritical bgeauat thﬁi: Job is
to eut down budget requesta. I¥ 1s not quite as dLCficult
~to convince them ususily as 1t 1is the AppropriatinnarCommittoe.
' bﬁt it 1aﬁ't easy, wither; So the faoct that thuy-were willing
to g0 along with us on the #73.000 to me means that Max made
an aufully gooa shawing that that was what we needed,

PR, WILSON: Mr. Chairman, ¥ would like to say I
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don't think Bob Friedman should any longer Ml that he is not
~able to do the Job because of lack of industry experiende
because I ¢an't think of any broader axﬁtrianee that any man
ecould get in a given amount.of time than he has had right
here warking with Max Ball, working with thekathar people &nd
working with the Council as he has. I tink he can do & bang-
up Job. I think it is betting oﬁ a pretty sure thing. I
hope very much that he will accept the Jjob as full time
i’ifec‘stoz-.

CRAIRMAN HALLANAN: Do you move the approval of the
recommendation? | |

DR, HIiBON: Yes, sir.

MR. BALL: May I follow what Bob said with this? |
_ﬁoh has only stated part of 1t. Bob has had all the sxperience
in the 011 and Gaw Division tnat the 011 and Gas Division has
. had, I don't know huw many of you lmow 1t, but Bob had
& lot mere to do with laying the foundation for the 01l and
Gas Division aﬁd formulating it than I did because he was |
-in here at the start. He was 1n here whén the‘pignu'for an
__011 and Gau Diviuiun were belng drawn up. He bore a major
part of the exchange of Iotterl betweon thg Prtsident and the
Secratary whioh created the 01l and das Division. He wan
the one, he says he 1s not proud of thias, but Just the same,
he is the one that handled the interchange with the Depertment
. of Justice which got us such legal justificstion as we have.




136

But back of that lies the fasct that although Beb has never
drm a na.lar;r from the 011 mﬁuntry." he has been in the

oll buﬁimsa in one way or another for tén years. He was

| with PAW throughout except for the time that he was with the
Army~Navy Petroleum Board in a very responsible position over
there, and then he ‘clm back to PAW a8 Director of Supply

‘and Transportation, and then went into the 011 and Gas Division.
80, although Bob hasn't drewn an oll company salary, don't
think you are not getting & men who dossn't know a lot about
the oil business. All this 1s assuming that Bob will take

it. I know something sbout Bob's sondition and Bob's situation,
and if the thing that he mtiuﬁud ecomes along I 'cnn't con-
lﬁntimly recommend that he take the oll and Gas Division

) d:_iﬁo’torahip begause I thinlcr 1f I weree in his plade I would .

| tnko this other thing. I’l am in a very pecular situation. I
want intensely to see Bob director of the 011 and Ges Division,
Ax the same time I don't want to wish him the nard luck that
th'u‘ other thing won't materialisze., I do thj\.nk the ahange

of the other thing materislising and his therefere having to
uy"no to fh,u 1s such thet we should, because of the announde~
ml'mi-.‘m mede today, Wa.i.tor, dismias the h&t‘ter- from cur minds

| and not do some very serious thinking about what we do next
'4f this other thing comes along and Bob has to take it.
| MR, MARSHALL: NKr. Hallanan, as a member of the ocom- - N

mittes, T want the Counoil to know that the committes was
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enthusiastic about recommending Bob for this job. The com-
mittew m';s enthusiestic not only itself, but bﬁwu 1t wae
‘eonfident that the rest of you feel the- same way. L m‘. 1ike
Max, 1f the thing that Bob 18 interested in doing comes
along,‘I pouldn't coneclentiocusly say to him as & friend of
his that if I were he'I wouldn't do 4it. I think it will be
better for the public interest and the industry's interest if
it doean't perchance come ilong at the moment, but 1 would
sincerely hope that the rest of you who I know do flel that
way, because I have ta:tkoé to most of you or & lot of you,
take it on yaursalyea to 'omess to Bob what the committee
feels and what we have all been sa;rins nere. |

You know there are a lot of ways to learn about
an industry, but fundamentally you rieed certainly two things,
and cﬁe is an opportunity and the other is a good head. I
can tell you from having had Hob work with me as my assitent
in the 'éarly deys of PAW that the head 1a g80od, and in terms
of learning about the industry the whole ardup of you have besn
the educating facters. The Job we are talking about takes
both knowledge of the 1ndustry and knowledge of the Gasrnment,
and I don't haii-;ve that we could make & better cholae or
a better recommendation than Bob to take the job, and I hope
the rest of you tell him so. (Applause) |

CHRAIRMAN HALLANAN: Mr. Graves.

MR. B. I. ORAVES: As a member of the committee, I
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believe Bob Marshall has expressed the view of thé committes.
We felt after cépuiderins &11 the factors involved that Bob
vas the perscn that fitted all the requirements. He has
broad uﬁwhege of the business. He has the conf'idencs of
the S'&cretary of the Interior and the staff. I belleve he ‘has
the respect and confidenca of every one in the oil industry
who knows him or has had an opportunity to work with him.
All furing the war it was my privilege to have had contact
with Bob Friedman. He has had many assignments, and each
~ assigmment he has fulfilled 100 per cent. As I say, I am
sure that everyone in the 1ndustry who knows him or has worked
with him will fesl, as the committee does and I do, that he
1s the ideal man for the job and we do hope he will take 1it.

| cmm HALLANAN: Dr. Wilson moves that the
recmndaﬁion of the committee ha npprmd by he eonncil.
Is there a2 aeemd? o

MR. PYLE: I Second the motion.

CHATRMAN HALLANAN: A1l in favor indieate by saying
"aye", contrery "no.” The recommendation of the commuittee |
1is unanimously adopted. | |

MR, PRIFDMAN: Thank you very much. I do apprecisate
it. (Applause)

CHAIRMAN HMALLANAN: Oentlemen, this merning on tha
agenda I ﬁaued over an item relating to the 1949 budget because
Mr. Jones, n.n Chairman of the Finance comniti:ce, was not
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present at the time. I do desire at this time to say that
last October in response to the expressed concern of & faw
h@mbora;.I invited General discusslion of the method of
soliciation of contributipnﬁ to the support of tho-bouncil.
It had been indioated that the provisions of our charter
rnquifins solicitation of an equal share of the annual
budget from each.ﬁambar wias burdenaome on some members., I
pointed out then that this method hed not been stristly
‘followed in raising the 1948 hudget. At no time, however,
did I feel that there was any substantial merit in allocations
of inequality, but on the contrary, I was certain that our
budget had be&ﬁ‘rattnﬁ on 4 completely falr basig, with the
knowledge thatno group, large or small, had been unduly
burdened.

Hovtever, I was very much plnalod As chairman to
hnve the responsibility for fixing the respective amounte
requested for the 1349 budget turned over to 2 finance com-
‘wittees which you authorized last January, The finance com-
mittee, of which Mr. Jones is Chairman, undertook to allooate

the individual céntrihutionu for the 1949 budget. It was
. understood that th&jeommittae would have to hdopt snﬁn moxre
'_aw 1eis a:bitrary‘ncthnd'or'apbartionins the budget as fairly
as maw ha among the mnhbirahip,-whnthsr they b.‘tigdc‘islo-
ciatién members or 1nd1v1duaiq identified with the.ﬁarious
”;911 companies. I think you all ﬁill-agi;o that the nlsignmnnt
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was a dirficult one for any committee to determine an amount
to be solicited from each individual member of this Council, and

to have that determination compietely accepted by each mexber

- aeccording to his own views called for an exceptionally amauht

of courage and Judgment.

Some of you here who have been asmited to contribute
amounts substantially higher than before mist at least admit
they have courege. We must also bear in mind that these

~ contributions for the support of the National Petroleum

e

caunnil are wholly voluntary. fThe finance cammittea dis~
charged its duty in presenting on Maroh 23 its recommendations

in soliciting your individual contributions for the budget,

1 am rearful that in owr effort to eape the burdgn for a few

~smaller operators opr assoclations, a substantial amount has

been traneferred from many in the middle brackets to & rela-

- tively few members in the higher bracket. Some of these

. members who have been asked to assume & oonsiderably larger

share of the budget this year have already accepted their

" allotment without guestion and have sent in their sontri-

_'butiona.- Othars have indicated thelr Gillingneas to do 830,

A rew have respanded with leas than the amount recommended

by the committee. We hope that they will f'ind it posaible

‘to send along the balance of the amount that the Finance

'committee has suggested for our very modest budsat.

Sincs A majority of the msMbern of thieé Councll have
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already responded to tﬁt iqqucnt for their contribuiions for
the 1949 budget, I do not now deem 1t advimable to ask the
Finance Committee to further revise individual allocatiens.
The experience aained'thiu_yuar under thn nnw p&ovinianl
adepted wili be & helpful guide in attaining, in so far as
possible, an equitsble allooation of future ﬁuds-t. I daid
want to take this opportunity to say that I‘did_ﬁat feel that
there should be such & wide-spread between the minimum and
the maximum centributions from members of the Council. I
| cansidar.thtaaasisnm-nt which was given to the rinannﬁ.cgm-
_ mitﬁee has been completd,_and I want to express my thanks
to Mr, Junes{ the Chairman, and the other mﬁmborﬁ of thnrr
| Committee for the unpleassnt task which they assuned.
Are there any remarks in connection with the hudget
and the report of the Finance cohnittnef | |
\ MR, JACOBSEHH As one of the companies in the middle
brasket, a3 you put it, I must say that I found that our con-
tribution hed been reduced and I took it up with Jim Brown
and wanted to know why, because I didn't see why it should be
roﬁuced in the face of & la;sot bu&g-t. The original idea,
of caurio. ?ap_thnt.everybody should pay the aame 80 that there
aohld be no charge that the Council wgh being financed and
therefore perhaps unduly influenced by the larger companies.
_ Then later on the question was reised that some of the members,
particularly those representing scme of the smaller puwtroleun
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. ! .
| .uumutitenl, t;éré burdened by payins the exact amount allo-
,u#tae'to thsmrir‘thn budgst were split aiqnly among all the
members. Therefore, it became necessary to make a clmns.é..
1 r'alisp that that mey be the case, but personally I ieulé
rather see & uhnnge made where the burden is lightened on
a relatively. réw who donA't feel th&y cAn pay the whole
amount, and that more of the amount be allocated 1:6 the \
middle group of companies so as to avoid the charge that
a hmdful of the largest companies pay imre than 50 per cent
~ of the budget.

M, Follis' letter to you stated his views on it,
‘ot which I got & éopy. and that éxpreans ny view.

cmnm HALLANANt Any other eomentn

MR, HOIHAN: Mr. Chumn. I th:l.nl: Mr. Jauobun ax~
.pnsud my view. 1 share the views pretty ‘m_ch expresed by
you and Mr. Jacobun, not that we object to our alloecation.
we wers very glad to pay it. I think probably it m:l.sht
_be bad for thg 1des to get out t&t a few of the larger com-
'panies are paying a large proportion of the budget. As far
as we m. cmocﬁed-n are quite. willing to abidé by tho
decisien of the Finance c‘om.ttu, and I suggest that you leave it
as :l.t 1s and tske another look at it nut :rm
| MR, JONES: Mr. Chairmen, I wish to speak now not
as chaimn of the Finance Committee, but as a member of the
- counoil.q You correctly said in your stitement about the work
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or-ths committee that it was not nn*ia-y Joh} You lhdfqhid

that the formula that was hit upon was arbitrary. I want

to say that I think the ghost of the domination by four

or five or 15 or 20 companies is mostly bushwa and eyewash-and
I would like to help lay that ghost if I can. This body,

the Petroleum Council, is not & trade asnoaiution'in any sense
of the word,;axt is a quasi-public body created by appoint-
ﬁpnt of the Secretary of the Interior, We have certain very
.nouinnl expenses, sand I think the Chairman and the staff of
the Council have kept them well within the bounds of reasen.
Whether 15 or 20 companies pay a few dollirs more or less
isn't vital. I don't bellaeve any nr'thgm think so. If any
of them wish to pay more than the amount suggested by the
finance committce/?: at liberty to do so. They ars not
restrained. | o

Jake, if you want to saénd ancother check, I tnink'ue
may need it. I don't want the Council to get the impression
from anything the Chairman said that we just got Hogether
and tossed & het up in the air and didn't try to do a Job.
 , 1 rqﬁhnr #uBcnt, if you plsasu; the ;uSEQltioq thnt.ﬁe‘didﬁ
I am not very toushy about things usually, but I didn’t
particularly ke that approach to the problem. |
Now let's get to the nud of the question. This

cuunéil has scme justification for existence or 1t doesn't.

If 1t has justification for existence, it is that it will
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'qertu well the petroleun industry and tho—puhlieo if it
serves well the petrleum industry and the public, those who
bm'-rit from that service sm sntitled to pay for it. I

submit that somebody's suggestion in the original meeting

we had tﬁrins to disecuss the ways and means of ralsing this
fund éhnt we need to carry on was swept away perhaps a

little umotiﬁnnlly, and I lnow who it was and so do you all,
when he made his speech about the question of not having this
Council dominated by & few people. It can't be. Any one
who understands the make-up of the Council knows that. It
does reprasent rruly I think a orcss seotion of the Amnricfn

. petpdleum industry. I think we are making a tcnpint out of

a teapet, I aﬁ glad the committee is diaahirsod nnd I will
ﬁoll yau I will have nothihs more to do with the fixing or’
formulas. I think it is eyewash that this Go@nuil pduld ve
dam;natcd by those who aubioribe to more than 50 per cent of
1ts fund of 76,000 or $78,000 or whatever it 1e, It 1: '

nct encugh for auybody to get excited about. I am morry that
‘thc #ammitté; assumed the responsibility in the firstfplnnc.
1 am sorTy we didn't lesve 1t with the Chairmen and the
Honorable Secretary, who did a‘pretty good Job last year. |
I don't oare how the budget 1s raised, but I don't think it was
Guite fair for the Pinence Committee to deal ﬁith thit sub Ject
that that lﬁy; I have got that,brr‘my chept and I feal &

lot better about it. I thank you.




CHAIRMAN HALLANAN: Mr. Jones, I don't know of the
implication of your remarks.-

MR. JONES: I might as well make 1t clear to you.
b1 didn'trliku th§ tone of your letter., It was this: .I
appoint you as chairman of a committes and you gét_a group of
five men together who are pretﬁy decent mort of fellows.
They make a report. The Honorable Secrefary sends out the
notices and then you write a four-psge letter oritieising
sverything that wae said in the report.

CHATRMAN HALLANAN: No.

| MR. JONES: T thank yon very much, I didn't like

thn£ approach. |

CHATRMAN RALLANAN: I must take thia'opportunity,
then, to tell my side of the story, Mr. Jones. |
MR. JONE3: Youhawe already told your story. You
« wrote a letter and ciroulated 1t-a11_around.

CHAIRMAN HALLANAN: No, I didn't. I don't know that
the mqhhor- of this Counell have baen circularized at all, I
have adherad to the oconviction that you felt and we all felt
‘when this Council was originally created that we should
seek in every possible way to mai#tain that eﬁuality af
mnmborhhip 8o that there would be no charge that this council
eas dominated by any group, 1arge_nr'nmn11. The one thing
that was unaniméusly agreed upon and emphasized in the early
deliberations prior to the organieation of th¢ caunc11 wans
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that thet was an essential approach, that we must maintain
that, and we must'avoidlany suspicion that there was iny
denger of its coming under miy financial or donu.natign of any
kind by the wajor groups. I still f&dhere Lo that cenvietion.
I think it 18 as 1@&&&1& now a8 it was then. I have rbeen
all over thg sountry~~

MR. JONES: wWould you suggzest then that we go back
~ to the original formula of dividing equally 2mong the member-
| ship? |

CHALIRMAN HAMA&: Ho, I don't think that has been
famd practical. |

MR. JONES: I don't, either,

| CHAIRMAN HALLAWANI But I think there is a middle

ﬁraund that we ocan take whereby we can avold the allegation
that the larger part of the budget is raiiad by & few of ths
~ ocompanies. I donft want to impose any great burden upon any
member, but like Mr. Jacobsen, our contribution was cut
| BALf n two. I maw no reason for it. I don't see &ny reason
“ yﬁttﬁdays I don't see why that should have been put over
uh scmecne q1;e. But I have béan trhough this congressional
n:;tga.ﬁim for a good long while, and I know that them arve those
‘Who wanld 1ike, not that they could sustain the charge that
th§ Council was dominatad, I don't ever aoncade that, but they
_ﬂaﬁld like to create a suspioion that it was, and they wauld

like to use the figures of the larger contridutions to sustain
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it. I think the farther awky we keep from that, the longer
this Counocil will live as it has lived since its orzanization.
| MR, DUNNIGAN: Mr. Chairman. |

MR. MAJEWSKI: M™Mr. Chairman, I was the fellow who
'waa 80 eﬁotional when we started this and suggested that
we do this thing alike. I think the finance committes made
& hell of a fine report. I have heard & lot of ~ and I was
one of the fellows who sot a copy'or Waltﬁr'a letter. I
wasn't diatunbad about 1t. I kind of like what they did., I
had some cemments from the field, Fellaws thought that the
shars that was allocetsed to them arisinaliy wass too much and
they were embérfa-ued 3y having to send 1n'5ult'a small
 ummmnt. Thpy think they ara setting én allogation now that
) thny can meet, most of them. When you review the thing you
get a new slant on this. You can answer all the politicians
in a.hurry. When you want'ahything daﬁg you have to get
teahnicél brains and able rgliuus. whori do you get them?
Yburget them fram the big companies. You 3et.ﬁhwlrd Pasg.
Yﬁu gouldn't da_anythins without Howard Page. You go get
Johh.I; Boatwright in my part of the country, y&ufqu dead
if you don't. Who has fellows like that? The big companies
When you are talking about this small amount of money, $75,000,
we are speaking and utilizing millions of dollars of ability
.and hilp from the blg companies that nobody criticises. They
welcome it. I think, Pete, you did a hell of a fine job with
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your committee and I agree with you that we should let it go
untll next year. I hope we can charge the big éompanies
more money next year. |

CHALGMAN HALANAN: You have had 2 ohange of faith,
haven't you? |

MR. HAJEHSKI: Wot of faith., I am still a catholie.

Mit. DUKNIGAN: Barnéy a&d the rest reminds mé of the
0ld Irish Catholiec priest who said 51 Sundays of the year I
Bpeak on sln, and today I must talk about finaneeg. T Bee
ao sin performed in any of the coumittee's work., 1 think
they have done a very fine jJob. I want to sugzest only
one thing, Mr. Chalrman. I have heard only one criticism
of ur Piaance set-up, either in the past or in the present.
That is not from members of the_Couhail. T have never heard
2 single member of The Council aay that they thought that telr
é¢llocablon wes too high or too low, I have heard pther
il eompanies not represenﬁeﬁ here on the Couneil say this
is the National Petroleum Counell representing all of us. -
It is not & private organization, 1ot a private club., Why
len't 1% spread over all of ua? That 18 the only eritietsm
that I have ever heard. I have doﬁe my beat to anower it,
Mr., Charman. I wish you would glve me some additional infors
mution.

Hr. WESCOAT: I have been gulet .a.ll day. I do want
toell your attentlon to this fact. Those of you who Were

_ on the planning anc coordinating scmmittes in the NEA days
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will recall that Secretary Ickes was very specific in his
instructions as to finanoing that operation which aost sub-
stantlally more money than this institutim, and 1.:hlt that
miat be done on thq_ basis of lbility to pry. A rmu was
worked out similar to this formula, perhaps & little more scien-
“¢ific than thil, in that 1t took in the number of barrels and
earnings and s on, Vvery much as we are financing the API today.
That was submitted to the Seoretary aml approved by him as &
proper msthod of raising money, 8¢ Af the quagtion should arise
later on, I think we have & very good background on which we
can lean to say the previous Secretary had approved that formula
and we had followed 1t in this instance. |

iﬁ. Jom: In'lll fairness, I don't want eny gqueation
amt th:l.s, h#aauu I don't think you mesnt it. This is the
'firit time in my service with the Petroleum Couneil or any of
1tq_afti_ecrn that I have ever been dealt with in this fashion.
I resent 1it, .I'Hnnt it on asgount of the committee., Jim
Wesooat, Mr. Porter and the other gentleman who warked with
e are not entitled to that kind of treatment from this
co\i_neil; You did this, you asked us for a report-md we filed
11:, You and Jim got together and decided it wl_sh ne’ good,
You sent cut a request for solicitation on the.-rornuli. Then
;roﬁ' wrote thi'a_ letter that you éireuhtod rather widely. Now
ir you had been ld":t_reng in yau:? feelings about changing this
method of assessing thé_ membership, I would have bnn mightly
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glad to hear that when I was made chairran. It would have
helped me greetly in such oontributions as I made to the
dellberations. I learned of that first in your leter. I
didn't know how strongly you felt about it. I think if you
will examine the formula, it has & modicum of sense about
it. Maybe you and Jim don't think so, but it does have a
modloum of sense, So X hope you won't think that I am Just
being personal, but I feel perhaps in this case somebody
got off base, If was me, then ) npélegize-

CHATRMAN HALLANAN: I yleld to your complete fisht of
opihion, Pete. On the other hand, of course, I do not concede

that an sffort to be alert to the bert interests of the

Counoil, I must blind myself to a formula which I do not

~ think is the best for the Council to follow. I think there
. are elements of danger that are serious, and I think there
are many ﬁambérg of the Council who share that view. I do
not think I am alone in that regard.
| MR, HILL: Mr, Chairman, might I spread a @Ouple
of dgppa of o1l on the troubled waters here?
MR. JONES: Better take it easy. I don't want to
‘1650 ahy’;qr& friendsn.
'E MR. HILL: I can't see very good without my birpua&u.
I didn't know you were over thare. I know that anything that
you may have sald that offended Pete, you didn't mean, and
anything that Pete may have said to offend you, he didn't

mean, and we can always rest seours in this: No matter what
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the damed formula 1s, I belong to the PING, and the NPC,
and the API, and the TWPA; and the Mid-Continent and all of
them, aﬁd in no oil“;ﬂﬁgstry group is & mnn‘éiir tagged by the
size of the eontrihutipn'thit ke made, and whﬁru is no man who
_ é@ur arrogated to himself, largs or small, & spesial position
bec&nse of his,centribuﬁion. 80 that ls where we are safe,
Walter. I don't know what the resolution is, but let's’
approve what has heen done and go ahead without any. I so
move . |
CHATRMAN MALLANAN: We have aocepted 1t,
;'KR. HILL: I was out., It ls accepted them. 8o
you aecegt my few drops of oil, |
MR. WESCOAT: The minutes show that the Demooratic
process has been in effeot.
" CHAIRMAN HALLANAM: Gentleman, that concludes the
‘busineas unless thers is some new business.
MR, WESCOAT: I move we adjourn, Wr. Chairman.
CHAIRMAN HALLAWAN: It has been moved we adjourn.
(The motion w;h seoonded, put to & vote and carried.)
(Whereupon, at five o'oclodk p.m., the Ceunoil was

adjourned, )






